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PROCEEDI NGS
(9:20 A M)

MR HAMVOND: | think we're going to begin,
and | apol ogize for this slightly late start, but as --
as always, there's just a little bit of unforeseen
ci rcunst ances.

But |I'm sure we'll catch up as we go
t hroughout the day.

And good norning. M/ nane is Don Hanmond.
" mthe Deputy Fiscal Assistant Secretary of Treasury,
and 1'd like to wel conme you to this, our fourth hearing
on EFT 99, which is the conversion process of nmaking
all Federal paynents electronically by January, 1999.

We appreciate your interest in this
inportant initiative, and we | ook forward to hearing
the coments and the insights fromall our panelists
t oday.

In fact, we have a very full agenda, which
is going to be, certainly, but that's the kind of
hearing that we've had throughout the process, and we

really welcome the initiative, | Dbelieve of the
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California Reinvestnent Coalition in encouraging us to
hold it here in Los Angel es.
In witing the proposed regul ations, the

Treasury Departnment nmet wth nunerous interested

parties, bot h financi al services consuner
or gani zati ons, as well as interested political
entities.

W -- we've -- done thisinthe -- wth the

intent of trying to gather as nuch perspective and
background for the process so that we can have the
proper insights, and the proper accommodations for
going forward with our regul atory process.

And in putting these CGovernnent proposed
regul ati ons, we've nade every attenpt to adhere to four
basi ¢ princi pl es.

Li ke many of you, | referred to it a nunber
of tinmes, but always keep going back to it yet again.

The transition to EFT  should be
acconplished for the interest of recipients who are of
par anount i nportance.

Qur policy is to maxim ze private sector
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conpetitions for the business of handling Federal
paynments, so that recipients not only have a broad
range of paynent options, but also receive their
paynments at reasonable cost with substantial consuner
protection, and with the greatest possible convenience,
efficiency and security.

Reci pients, and especially those having
speci al needs, the elderly, individuals wth physical
disabilities, those |living in renote or rura
communities should not be disadvantaged by the
transition to EFT.

And the EFT 99 program is to bring
reci pients wthout bank accounts into the mai nstream of
the financial system

Wth these criteria in mnd, | would again
like to stress how essential your input is today, and
t hr oughout out comment period, and agai n next Tuesday,
t he 16t h.

Because once we are done, we hope to wite
the final regulations with a fair, practical and serve

the interests of all invol ved.
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Procedurally, here's the way today's
hearing is going to nove forward. There wll be five
panels of which the first three panels wll be
conprised of individuals representing consuner issues
and comunity issues.

The fourth and fifth panels wll cover
financial services. As a rem nder, each individua
testi mony should be 10 mnutes or |less, and after each
panel is conplete, the Governnent panel wll ask
questions to the panelists so that we can further
under stand their concerns.

Also, for your information, the Court
Reporter will record this entire section of the neeting
to docunent in today's hearing.

Hopeful |y, within two weeks of the heari ng,
the testinmony will be posted on Treasury EFT web page
for public review and i nformation.

Before | turn over the m crophone, | would
like to nmake a couple coments. First, | think I've
messed up the order the Panelists this norning.

There's been sone changes -- sonme
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shuffling, and | apol ogize, since -- since | put ny
not es toget her.

In addition, I'd like to thank the Federal
Reserve Bank in San Francisco, and the LA Branch
particularly for accommpbdating us today for this
wonderfully -- for this hearing.

And | would also like to introduce the
ot her Governnent panelists that are with ne this
nor ni ng.

To ny imrediate right is Treasury
Departnent's Larry Stout, who 1is the Assistant
Comm ssi oner  of Feder al Finance and Financi al
Managenent Servi ces.

To his right is Bettsy Lane, who is the
Director of Cash Managenent Directorate and Fi nanci al
Managenment Service, and she wll be our noderator
t oday.

To ny left, and to ny far right, he's from
t he Departnment of Veterans Affairs, Bill Shelton the
Associ ate Deputy Assistant Secretory fromthe Ofice of

Fi nanci al Operati ons.
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To ny right and in the mddle from the
soci al Security Admnistration is Tom Staples,
Associate Comm ssioner for Financial Policy and
QOper ati ons.

To ny imediate left is Sheila Leiter, Los
Angeles Area Director of the Social Security
Adm ni stration.

Now |I'd like to proceed and 1'd like to
wel come our very special guest this norning,
Congresswonman Maxine Walters -- Waters, fromthe 35th
Congressional District.

And | apol ogi ze. My tongue seens to be
playing tricks on nme. She sits on the House Banking
and Financial Services Commttee, and has been a very
i nterested observer of the process that we're going
forward with the EFT 99.

At that point, 1'd |l will hand over the
m crophone the Bettsy Lane, who wll have a few
adm ni strative announcenents to nake and who wll --

MS. LANE: Thank you, Don. Actual ly, |

think you' ve covered nost of the admnistrative
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announcenents | had.

My job is going to be to introduce the
panelists and to keep the hearing on track. So at this
time, Congresswoman Walters -- Wters.

You' ve got ne doing it. Congressman Waters
-- Congresswonman \Waters.

CONGRESSWOVAN WATERS:  Thank you very nuch.
I'd like to thank the Departnent of Treasury for
hol ding this regional public hearing on the Electronic
Funds Transfer 1999 program -- or EFT 99 as it is
popul arly known.

| am pl eased that representatives formthe
Department of Treasury as well as fromthe Departnent
of Veterans Affairs and the Soci al Security
Adm nistration are in attendance today to hear the
testinony of the panelists today.

| look forward to the opportunity to share
with you sonme of ny thoughts regarding the proposed
regul ations for inplenmentation of this program

A great chall enge faces us as public policy

makers as we nove towards an increasingly paperless
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banki ng system

O particular interest to nme are the equity
and access issues for those who have not had a
relationship with traditional banking institutions.

The inplications of the Congressional
mandate that all Feder al paynments be received
electronically by January 1, 1999 for the Federal
Governnment are trenendous

Not only does the Treasury Departnent face
the enornous task of admnistering this shift from
paper to electronic delivery, but also of reaching the
m | 1ions of unbanked recipients who will be affected by
t hi s change.

Many critical fairness issues are raised by
t hi s mandat e.

Wil e the focus of ny comments will be on
the provisions of the regulations that effect those
reci pients who do not have bank accounts, | will offer
a few comments on the regulations as they relate to the
al ready banked popul ati on.

While | was very pleased to see that the
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Treasury Departnent included a waiver provision in the
proposed regulations that will allow recipients to
continue to receive their checks in the mail, | would
like to see the scope of the waiver provision
br oadened.

As it stands now, any person who
voluntarily opens an account wth a financial
institutions after July 26, 1996 will be barred from
requesting a waiver based on hardship due to physi cal
disability, geographical -- geographic barrier, or
financi al hardshi p.

| ndi vi dual s shoul d never be prevented from
maki ng the determnation that they are in need of a
wai ver .

For exanple, it nmust be clearly stated that
i ndi viduals who find that the cost of nmaintaining an
account with a financial institutions, when they find
that it is prohibitive they be allowed to apply for a
waiver, as well as with the circunstances such as
physi cal disabilities or geographic barriers.

In 1996, out of 850 mllion paynents made
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by the Treasury Departnment, only 53 percent were
el ectronically.

Currently, it is estimated that 10 mllion
reci pients of Federal benefits do not have bank
accounts where benefits can be electronically
deposi t ed.

Additionally, many recipients are senior
citizens who have becone accustoned to receiving checks
in the mail, and ny not be famliar, or confortable,
wi th el ectronic banking.

One of the nost difficult issues that the
Treasury Departnent has been grappling with is howto
serve this unbanked popul ati on.

Underlying ny views on this issue is a
belief that the EFT 99 program gives us an opportunity
to bring these persons into the banking mai nstream

Part of helping people becone nore
i ndependent and successful in society is to give them
access to the financial goods and services that we all
use to manage our finances.

| want to stress how inportant it is that
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we use this opportunity to provide the nost conplete
and conprehensi ve banki ng services that we can at each
step of the way.

Reci pients who do not have bank accounts
are being encouraged to voluntarily open up bank
accounts prior to January 1st, 1999.

It is inportant that in the Governnent's
rush to get recipients banked, that we do not push
individuals into relationships with financial and non
financial institutions that are wuneconom cal and
i nadequat e.

|"m particularly concerned about a nunber
of critical issues, including the provision of |ow cost
banking services, and the adequate oversight and
regulation of the financial and non financial
institutions which receive paynents el ectronically.

| want to encourage the Treasury Depart ment
to work closely with the banks to create sinple, |ow
cost accounts that recipients may use.

During the recent mark up of the financial

noderni zation bill in the Banking and Financial
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Services Commttee, | was able to get a lifeline
banki ng anendnent included that woul d require banks to
provi de | ow cost banking services.

| think that we should use this opportunity
to convince the banks to provide these accounts.

The Treasury -- a comentary on the
proposed regul ations indicates that the Departnment wll
likely interpret their underlying |aw to nean that the
accounts that individuals create voluntarily are not
subj ect to any cost control

This is, despite the |laws, clear |anguage
that all electronic accounts nust be provided at
reasonable cost, an are given the sanme consune
protections as other account holders at the sane
financial institutions.

W nust set out basic standards that
institutions handling these electronic accounts are
required to foll ow

The fees of individuals are subject to --
or subjected to nust not be excessive.

Whether it is a financial institution or a
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check cashi ng busi ness, no one nust be all owed to gouge
t he consuner.

| have an exanple of just the kind of
situation that I"mworried about.

| have a flyer here distributed by BankOne
to check cashing outlets. The banner reads, "Don't
| ock custoners out of your store.”

It goes on to inform the check cashing
busi nesses who fear that they may | ose business as a
result of EFT 99 that through BankOne's direct deposit
plus, that the check cashing businesses can sign up
their clients for an account at BankOne.

Then the custoner will receive their checks
at the check cashing outlet.

Now that sounds a little cunbersone, but
what |'m suspecting is that regul ar custoners of check
cashers who are signed up for these accounts woul d be
subject to BankOne fees -- $12 per year plus a $2.95
nmont hly di sbursenment fee, as well as the fees regularly
charged by the check cashing outlets to check -- cash

t he checks often anywhere between 3 and 10 percent of
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t he val ue of the check

Now, between BankOne and the check cashi ng
outlets, this is a nice little schene, but it's not
right. 1It's outrageous.

Only 14 states even |limt the anount the
check cashing outlets can charge to -- to cash
Gover nment checks.

So this is the very kind of thing that we
don't want to see our clients subjected to.

These kinds of advertising schenes wll
only beconme nore abundant as the financial and non
financial institutions take advantage of this push to
bank recipients.

A set of standards should be created that
will determne the fees that will be allowed, clear and
si npl e.

Those who wish to receive these paynents
can choose to abide by these regulations or forgo the
opportunity to bank these recipients.

| nmean that's a pretty tough line, but |

don't think that the tax payers are providing these
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grants through the |laws that have been created to do
t his.

And the paynents that people have comng to
them to have them substantially ripped off, and not
receive the benefit of them and that's what | want to
protect against.

It is also inportant to ensure that a broad
range of financial and non financial institutions have
the opportunity to conpete for the business of these
consuners.

| hope that the Departnment will nake sure
smal ler financial institutions are not shut out of the
EFT 99 market.

Comuni ty banks have played a critical role
in serving low income comunities, often when other
| arger institutions would not.

Qutreach material s devel oped for recipients
should outline the full range of banking options
avai l able to them and shoul d include nmechani sns that
help small banks and savings and |oans bank these

i ndi vi dual s.
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| also think the kinds of non financial
institutions allowed to conpete for the busi nesses of
t hese consuners should not be limted to check cashing
busi nesses and noney remtters.

In ny estimation, non profit organi zations
serving these clients should al so have the ability to
serve a simlar function in providing recipients with
t hese funds.

These non profit organizations may often
already have a relationship with recipients where
they're providing a benefit or a service.

They shouldn't -- why shouldn't the non
profits be able to offer this service and garner sone
of the nonetary benefit at a fair cost being derived
fromnon financial private enterprises.

The Federal Governnent cannot abdicate its
responsibility to protect recipients from hard sells
and unscrupul ous institutions.

Not only it is -- is it a public policy
inperative, | also think an interpretation of the |aw

that would allow this to go on unregul ated woul d al so
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subj ect the Federal Governnment to litigation

W shoul d not shirt our responsibilities to
inpl enent the spirit and letter of the |aw

Under the | aw that Congress passed in 1996,
Treasury is required to provide all recipients with
access to an account where they can receive their
benefits.

As you know, the Treasury Departnent's
proposed regulations propose the creation of an
El ectronic Transfer Account, or ETA for those persons
who do not have a bank account by January 1st, 1999.

Reci pi ents w t hout accounts or who have not
applied for a waiver will be given these accounts.

As it -- as it relates to these ETA
accounts, the proposed regul ations | eave nmuch detail to
be devel oped.

It is inportant to renenber that this
governnent provided account will be the product nost
directly associated with the Federal Governnent.

It is critical that any account created by

the Treasury Departnent will give recipients a range of
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banki ng services at | ow or no cost.

| am strongly opposed to any ETA account
that gives recipients access to their noney solely
t hrough the use of ATM nmachi nes.

The elderly and infirnmed should not be
forced to use ATM machi nes, many of which are exposed
to the elenments and unsafe -- to the elenents and
unsafe for all of their cash w thdrawals.

We also nust ensure that those who are
assi gned these accounts do not incur excessive ATM and
poi nt of sale fees.

| appreciate all the hard work that the
Treasury Departnent have done to get at this point.
hope that as you propose final regulations for this
program that you wll incorporate ny views and the
views of the others.

| stand ready to help you in any way | can
to make this programa success and a CGovernnent program
that the American people can be proud of.

Let me just reiterate in ny closing that as

we nove toward getting rid of marginalization
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discrimnation, all of that in our society, we nust be
careful with whatever we do that we don't create two
tier systens.

|'mnot going to suffer recipients standi ng
out si de of anybody's bank in the rain, in the cold not
able to go inside that bank, and be relegated to
standing in line to use those services.

If they don't want these clients in the
bank, then don't take the business. W're not going to
allow to -- us to create a two tier systens for the
conveni ence of anybody.

| think that the banks shoul d think about
how to expand services to the comunity, and create
nmore banking opportunities to people, and nake
legitimate profits.

' m not against that. But if you don't
want the clients in the bank, you don't wel cone them
there, then don't take this noney, because |I'l| be the
first one to lead a | awsuit agai nst that.

Thank you, very nuch.

M5. LANE: Thank you, Congresswonan \Waters.
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The Congresswoman has agreed to take sonme clarifying
questions fromthe Governnent Panel.

Do any of the Panelists have questions?

MR. HAMMOND: | had one.

MS. LANE: M. Hammond?

MR, HAMVOND: Representative Waters, |
wanted to followup a little bit on the concept of the
ETA account, and specifically ask you as to whether or
not what your views mght be either now -- or in the
future.

You know, as you have tinme to reflect on
it, if the ETA account were to be available to all
reci pients of Federal paynents as opposed to just being
avai |l able to those who woul d be unbanked as of sone
point in time, what your perspective m ght be on that
type of arrangenent?

CONGRESSWOVAN WATERS: Wl |, 1've thought
about it just alittle bit, and again, whatever we do,
what | would like to avoid doing is creating classes in
any way.

So if those who go out and select their
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banks early on becones one class, and then those who
get the ETAs | ater on becone anot her class subjected to
different regulations, different advantages, and
different dis -- disadvantages, |'m opposed to it.

I'"d like to see us deliver services to
people in ways that everybody can reasonably expect
that they have sonme protections fromtheir Governnent,
that they're being serviced in ways that they won't be
gouges, that we're all in this together, and that the
services should be delivered to both classes -- to
everybody rather than creating classes of sorts.

MR. HAMMOND: Thank you, very mnuch.

CONGRESSWOVAN WATERS:  You' re wel cone.

MR. STAPLES: Congresswonan?

CONGRESSWOVAN WATERS:  Yes.

MR, SHELTON: Qobvi ously you've thought a
| ot about this, and could you lay out a nodel of how
you think it should work for the unbanked?

CONGRESSWOMAN WATERS:  What | would like to
see, first of all, is access. | would like to see this

l[imted to -- for exanple -- the big banks who have the
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power and the ability to | obby and to tal k about how
they can provide services that are nore convenient to
the Treasury Departnent.

Wen we |ook at how people provide
services, we know that if you have a | ot of noney, and
you' re sophi sticated, you can present the best response
to request for proposal, and even design how our
Government nmust do it.

But we nust not allow that to happen. W
must have access not only through the traditional
banks, but to other kinds of outlets.

| have -- in the past -- been very
concerned about check cashing operations, but |I'm not
anynore as it relates to this, because |I know people
use them

Al I don't want themto do is gouge. |
don't want themto be able to cause people to have to
pay.

Let themdo it, and let others do it, and
if you have systens where you have machi nes that can --

can do it, and post offices, for exanple, let's have as
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much access as we possibly can.

That woul d be ny nunber one consi derati on.
The nunber two consideration would be these kinds of
| ow cost accounts, or life tinme accounts where you can
have an account where you're not subjected to all of
t he expanded banking fees.

They have operations who create ways by
which to create nore fees, and fees have becone incone
generating for banks.

And they have a whole array of things, and
nore are being created. | just saw on tel evision |ast
night wwth -- with the credit cards.

If you don't use your credit card in a
certain period of tine, another fee. |If you close out
your account, another fee.

Well, | learned a | ot about fees, because
| introduce bills to try to have a freeze on fees that
everybody thought that | was crazy about -- about two
or three years ago.

But there's this proliferation of fees, and

| don't want to see these accounts taking food out of
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the nouths of the elderly and veterans, paying fees to
banks to generate nore incone.

That's another kind of concept that 1'd
like to see built in. And then again, | do know t hat
we have sone of our banks who's saying, "I want the
business. | want to make noney, but don't clutter ny
| obby with all of these people who may get in the way
of ny nore substantial bankers here."

"Let's put themon the outside, or let ne
make some noney and pawn it off to the check cashing
operations or the remtters -- soneone else to actually
service the people that have been going there."

“I'"l'l help make it convenient for these
check cashing operations, or others who may not be able
to do business with the Governnent in the sane way that
| do, but then they will take care of the riff-raff
when they cone in, and they won't be in ny face."

Those are kind of ny general concerns about
how we do this. There may be other things that | have
not thought about, but | think that's ny basic -- those

are ny basic concerns.
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MR. STAPLES: May | ask one question?

CONGRESSWOVAN WATERS:  Yes.

MR. STAPLES: In the Social Security
Adm nistration, we currently pay to about 50 mllion
people in the regular social security program and the
SSI program

Some 32 mllion are paid electronically.
About 18 mllion are not, and we expect the -- the
nunber to be paid by paper check to decline perhaps
from1l8 to 15 mllion or so by January 1st, 1999.

This still leaves us with a sizeabl e paper
check popul ation. W do not know how nmany of those nmay
request waivers, but we expect it should a significant
work | oad to the agency.

One of the questions I'll be asking each of
t he panel s today, is have they any thoughts on how we
shoul d handl e that waiver adm nistration program for
this | arge anount of people.

So, since you were here first.

CONGRESSWOVAN WATERS:  Yes, | would like

for you to be very generous in your waiver
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consideration for senior citizens.

| would like you to think about this
popul ation of the unbanked -- of people who have
devel oped ways by which they do their business.

Many of them are not very sophisticat ed.
Many of them are handi capped. Many of them have fears.
|'"d like you to be very generous.

If Ms. Jones is accustoned to receiving
that check, and every nonth at the certain tinme her
relative conmes to pick her up to do her business in a
certain way, and she's confortable with that, and they
deliver her back honme, and she's not standing in |ine,
she's not been dealt wth by clerks who think she's
stupid, she's not been asked to fill out fornms that she
won't be able to fill out, 1'd like you to protect her.

And it really does not nake any difference
whether all 15 mllion of those fall in that category.
Leave them al one and | et thembank in the way that they
under st and.

Maybe we can transition out of that as

banks and others take significant responsibility and
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cone up with creative prograns by which to get out to
senior citizens' homes and places where |arge
concentrations of senior citizens are, and begin to
teach them and involve them and bring them in, or
devel op systens that outreach into retirenent
comuni ties.

Maybe we can transition out of that, but
until then, waiver them Be very generous with them

M5. LANE: O her questions?

CONGRESSWOMAN - WATERS: Thank vyou, very
nmuch.

M5. LANE: Thank you. W will take a brief
break to set up the next panel.

(Wher eupon, at 10:05 a.m, a brief recess
was taken.)

M5. LANEE W're ready to get started with
our first panel. Let me introduce the panelists, and
then if -- when you begin testifying, if you would re-
i ntroduce yourself for the purposes of the Court
Reporter, we thank you.

The first witness will be Al an Fisher,
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who's with the California Reinvestnent Commttee.

The second wtness will be Paul Hudson,
who's with Broadway Federal Bank in Los Angel es.

The next witness will be John Bryant. He's
wi th Operation Hope.

And the final witness in this panel will be
Leonard Randol ph, who is with the East Palo Alto
Community Alliance and Neighborhood Devel opnent
Organi zat i on.

M. Fisher?

MR. FISHER  Thank you. [|I'm Al an Fi sher
fromthe California Reinvestnent Commttee. Thank you
all for comng to California.

The California Reinvestnent Commttee is a
st atewi de nenbership organi zation with nore than 180
California non-profits and public agencies.

We began in 1986, and have ongoi ng seal ed
rel ati onshi ps W th maj or California financi al
i nstitutions.

A critical issue for us has been, and is,

access to capital, but also access to lifeline checking
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accounts and savi ngs accounts -- |low or no cost basic
accounts for people with | ow i ncones.

And we hope that EFT can be a new
opportunity for those currently wthout accounts.
First froma -- a personal side, let ne nmake cl ear that
|'ve had a personal conputer since 1980.

| love technol ogy. | think it's a
wonderful thing, but it's a neutral thing. And |
t hought when | was young that this woul d be sonething
that would allow the world to be a global village, and
people to work 20 or 30 hours a week, and be able to
enjoy the rest of their lives.

And instead, in banking and el sewhere, it's
been used for what's called efficiency. That
efficiency has neant fewer jobs and progranms, which
make access to banking limted to those who have
t echnol ogi cal understanding and can afford the
equi pnent to be able to nmake that |inkage.

Wil e we appreciate the general principles
that you put forward, | think fromour point of view

it's kind of like the Governnent decided to save $100
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mllion annually by using El ectronic Funds Transfer.

And the issues of what this was going to

mean are still being worked out for people, and that's
very -- of high concern to us.
And that's -- of course, aside from what

woul d be ny guess are the thousands of people who are
losing their jobs in this noney saving process.

W think it potentially has a strong
possibility of trenendously conplicating lives for
mllions of seniors, disabled, [|owinconme people,
unless it's really inplenented correctly.

This means that there needs to be real
public education, flexible waivers, real world bank
accounts, and continuing oversight.

Qur concern that the Treasury Departnent
does not have full understanding was hi ghlighted for ne
in July when I was in Washington, D.C., and heard the
Booze Al an research which ignored those that didn't
have phones, and those who didn't speak Engli sh.

It was further heightened, which I'm gl ad

to see you corrected when Treasury evidently thought
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that Dallas, Texas was the western extent of the United
States, which it has not been since the md-19th
century.

Wl cone to California, the state of roughly
30 mllion people, where nore than 10 mllion people
speak | anguages other than English at home; and to Los
Angel es, where the 1990 Census found 400, 000 househol ds
that were considered linguistically isolated.

The County of Los Angeles recognizes
several dozen |anguages in its hospitals, so that its
resi dents get good nedical care.

Cearly this neans that issues of |anguage
and culture nust be considered by Treasury as it
i npl ements EFT 99.

In addition, geography needs to be
carefully considered, because rural recipients have
considerably different situations than those in urban
ar eas.

EFT can be an opportunity for the 10
mllion recipients who are unbanked and outside the

mai nstream econony now.
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The question for Treasury needs to be --
needs to be, what are the basic needs of your fellow
human bei ngs who are affected by EFT 99?

For those who can use Electronic Funds
Transfer, what can the Federal Governnent do to nake
this programwork for themeasily and bring theminto
t he financial mainstreanf

For those for whom EFT 99 adds a nmjor
burden, how do | --

M5. LANE: Maybe try the next mc.

MR FISHER Alright. | don't know that I
need a mc. For those for whom EFT 99 adds a nmjor
burden, how can the waiver work easily and fl exibly?

What can the Federal Governnent do, even if
it takes sone of the $100 mllion in savings, to be
sure that this programworks for those who are entitled
to this noney?

First, the position of the California
Rei nvestment Conmittee, is that no bank should be
allowed to be a transfer agent for EFT, and reap the

incone if they systematically pass the recipients on to
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check cashers.

Vell, we do not formally believe that check
cashers have a direct relationship wth Beel zebub, they
overcharge custoners, and | eave those custoners with no
mark in the financial nmainstream -- that they even
exist -- that they have incone, or that they' re worthy
of financial attention and credit.

Wiile recipients had checks, they could
take them anyway, even to open a bank account. Once
EFT is inplenented, it will be much nore difficult to
transfer or open a new account.

So Treasury bears a serious burden to be
sure that options are open, and bank accounts work for
all recipients, so that those now wi t hout accounts are
not condemed to an edge world beyond the financial
mai nst ream

Many banks now have l|ifeline accounts that
have many of the features that recipients should be
able to find in the future ETA account.

These accounts have mninum bal ance

requirenents as | ow as one dollar, usually offer seven
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to ten checks to be witten nonthly, they take deposits
from any source.

Unfortunately, these accounts often cost
350 to 450, although nmany are free, now with direct
deposit.

They often have l|large punitive fees for
writing -- for over-witing checks as well. Cearly
these costs and fees are a problemfor fol ks who have
l[ittle nmoney left at the end of the nonth, and many
peopl e avoi d banks because of these costs and fees, as
well as the perceived inflexibility of accounts, and
the fact that banks give the nessage that they don't
want themin their | obbies.

CRC has al ways fought for banks that have
and keep lifeline accounts; however banks often hide
the accounts in their marketing brochures, and do not
tell new custonmers about them

One of our staff went to nore than a dozen
di fferent banks' branches last spring to ask and see if
they were marketing their lifeline checking accounts.

In every one, she had to ask about the
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account. She was not told, even though she said what
sort of financial condition that she was in -- which
was not true, we pay her well.

An additional exanple in this vein fromour
view are ATMs. At first they were free. Now many
peopl e are being charged twice for their use.

W believe that these circunstances require
that the Treasury Departnent nonitor, at |east
annual Iy, the banks that recipients have accounts at,
particularly those which have the ETA accounts.

In addition, we believe that all accounts
of EFT recipients should have at |east the mninmm
features of the ETA account.

So what does CRC think the ETA account
should ook Iike? And of course, | -- | think that
there are bank accounts now which are very cl ose, and
it would be preferable, as the Congressman was sayi ng,
not to have a special account, but to have banks
measur e agai nst the ETA account, and have that be what
was accessible to people.

We think that certainly a major conponent
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of this account should be a debit card so that the --
there can be access to ATMs at point of sale.

But just electronic access is not enough,
both for issues of personal safety, and the cash
econony that a lot of recipients live in.

| f people are carrying the noney for the
rent, they're open to safety concerns. So this account
needs to include either a check witing, or a noney
order function in order to be really effective.

Since nost direct deposits -- are now --
accounts are now free, we believe it's |ogical and
necessary that this account also be free.

In addition, it needs to accept other
deposits than EFTs, so that it's truly usable by the
account holder, and have an option for a savings
feature.

The savi ngs account can be potentially used
as an individual devel opnment account, as is happening
inalot of welfare deformefforts around the country.

Al'l these accounts held by the recipient

shoul d have at |east these basic features. They take
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sone of the projected savings to make those things
happen, that we believe that's the responsibility of
t he Governnent.

We see this as a CRA opportunity for the
banks. And again, these don't necessarily need to be
new accounts.

There could be a tenplate of what the --
what needs to be the basic account that banks are
required to honey up to -- that nodels for the banks
what things should | ook |ike.

So | want to thank you, very nmuch, for the
opportunity, and for you holding the hearings. I
brought with us sonme of our newsletters which have sone
specifics on accounts that now exi st.

Thank you.

MS. LANE: Thank you, M. Fisher. " m
going to ask that we listen to the statenents of the
rest of the w tnesses before proceeding to questions
fromthe Governnent panel, so, M. Hudson?

MR, HUDSON: Good nor ni ng. | am Paul

Hudson, President and Chief Executive Oficer of

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

42

Br oadway Federal Bank in Los Angel es, and Vice Chairman
of the American League of Financial Institutions in
Washi ngton, D.C., also known as ALFI.

ALFI is a national trade association
chartered in 1948 to represent the legislative and
regul atory concerns of African Anmerican, Hi spanic

Anmerican and Asi an Anerican savi ngs banks and savi ngs

and | oans.

There are currently 41 such financial
institutions nationw de. They represent 6.2 -- 6.2
billion in assets, with 109 branches, and approxi mately

1, 200 enpl oyees.

Br oadway Federal Bank is a publicly traded
African American managed savings bank which has
operated in South Central Los Angel es since 1947.

Br oadway has assets totalling $126 m | 1i on,
wi th four branches and 51 enpl oyees. Broadway, and the
menmbers of ALFI serve predomnantly |low to noderate
i ncome- urban comunities.

The comunities which we serve had a | arge

nunber of federal paynment recipients, and al so have a
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di sproportionate nunber of individuals who do not have
an account wth a financial institution.

| shall -- 1 shall refer to this latter
group as cash consuners. As a result of the
denogr aphi cs of our nmarkets, we have a keen interest in
the inpact and the inplenmentation of the proposed rule.

W are aware that EFT and the direct
deposit program have the affect of inproving security,
privacy and safety for check recipients, and reducing
the costs -- the distribution costs to the Federa
Gover nnent .

But we encourage you to consider the
followng issues prior to inplenentation. Treasury is
considering various approaches to inplenenting the
requi renent that an EFT account be provided to cash
cConsuners.

We recomend a voluntary programin which
financial institutions interested in offering the
account may participate in lieu of Treasury sel ecting
one or nore financial -- Federally insured financia

institutions to act as Treasury's financial agent.
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| could talk all day about this issue, but
|'"m going to go on. Treasury's concerns regarding
identifying institutions wlling to participate, and
monitoring their activities would not require the
creation and maintenance of a regulatory -- a new
regul atory infrastructure.

Federally insured institutions in good
standi ng, as determ ned by annual Federal exam nations,
woul d self -- would self select thensel ves by notifying
Treasury of their interest in participating.

Monitoring conpliance with the terns of the
structured EFT account would be a part of regular
conpliance, and safety and soundness examn nati ons.

This approach would enhance consuner
choi ce, and encourage narket conpetition, which would
ensure -- which would hel p ensure cost reasonabl eness.

On the ot her hand, selection of one or nore
financial agents would wholly -- would be wholly
i nappropriate for the follow ng reasons.

Treasury noti ced t hat consuner

organi zations strongly urge that only Federally insured
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financial institutions act as agents to ensure consuner
protection and cost reasonabl eness.

Yet, the use of a select few financial
agents would require the use of third party non-
financial institutions in order to ensure conveni ence
and accessibility.

Such 30 -- third party participants are the
very entities which consuner organizations sought to
avoi d.

Such an outcone is inplied in that Treasury
has commented that the designated financial agent wll
performthose functions that include the disbursenent
of public funds, including the establishnent of the
recipient's account, and crediting the Federal paynent
to the account.

Provi di ng access to the funds, paynment of
bills, and other financial services would be perforned,
or allowed to be perfornmed by non-financial
institutions working partnership with the financial
agents.

That's the bank one exanple that
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Congresswonman Waters provided. This approach all ows
| arge noney center -- large noney center banks to
benefit fromthe EFT ACT, without incurring the assuned
ri sk of providing conveni ence, access to funds, and
ot her financial products and services.

Nor does such an approach acconplish the
goal of noving consuners into the mainstream of the
financial system

W believe that if consunmer protection,
conveni ence, and cost reasonabl eness cannot be assured,
the provisions of Section 208.5, which provide for
access to an account by cash consuners, and those that
fail to provide information pursuant to 208.8, be
interpreted as voluntary.

| ndi vi dual s covered by Section 208.5 shoul d
not be required to open such accounts for the follow ng
reasons.

The Social Security Admnistration reports
that 76 percent of the new social security and SSI
reci pients are receiving paynents by EFT.

Just by virtue of natural attrition and

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

a7

increased efforts to educate consuners, over tine there
wi |l be increased use of EFT and direct deposit.

One  of Treasury's stated goals in
inplementing the EFT Act is to make certain that
reci pients have access to their funds and reasonabl e
costs.

One quantifiable basis for establishing
reasonabl eness, would be to require that EFT accounts
cost less than current check cashing costs.

Treasury should not require consuners to
pay nore to receive paynents electronically. Financial
institutions argue that cost reasonableness is a
function of the cost to provide a particular service or
product, plus profit.

And the costs vary by institution and
mar ket . It would be extrenely difficult, if not
i mpossible to structure an account as structured bel ow
-- I"'mgoing to give you the structure -- which neets
the needs of cash consuners is reasonably priced, is
accessible to recipients without the use of third party

arrangenents, and is profitable to financial
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institution providers.

Anot her stated goal of Treasury is to
pr ovi de recipients wth appropriate consumer
prot ection.

Treasury cannot provi de appropriate
consumer protection to recipients who are forced to
access Federal paynents from unregulated third party
non-financial institutions.

Finally, it is a stated goal of Treasury to
-- to deliver Feder al paynments to recipients
conveniently.

Wthin the «current financial system
financial institutions cannot assure the accessibility
and conveni ence in underserved markets w thout seeking
the participation of third party non-financial
i nstitutions.

Such an outconme would raise regulatory
I ssues of safety and soundness, and cost
reasonabl eness.

Under served communities, by definition, are

ones w thout adequate nunmber of service facilities
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i ncluding financial institutions.

Al'l financial institutions seeking to offer
Section 208.5 accounts should be required to provide a
distribution plan for cash consuners in underserved
communi ties, which does not require the use of third
party non-financial institution persistence, or
excl usi ve use of ATM access.

An exanple of such a strategy is a pilot
programinitiated by Broadway Federal Bank in alliance
wi th Nick's check cashing.

In July of this year, Broadway opened an
in-store satellite banking center in a mx-check
cashing store located in South Central Los Angel es.

The objective of the strategic alliance is
to provide <cash consuners wth access to any
information concerning traditional bank products and
services, and to facilitate the inplenentation of the
EFT Act.

The alliance affords the bank a cost
efficient vehicle to provide increased accessibility to

cash consuners, and the bank's traditional custom base.
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A mgjority of the -- of the approxi mtely
30 new accounts per nonth are direct deposit. e
recommend that any basic EFT account that is provided
include the followng characteristics, and that
financial institution providers be mandated to conform
to the criteria listed bel ow

Debit cards should be avail able, but not
required. Cost of the account to the recipient should
be a nost inportant factor.

Account structures should be geared to the
basic withdrawal at the | owest possible costs. M ninum
of four wi thdrawals should be included in the basic
account .

Account termnms should address ATM charges
i nposed by other institutions other than the account
provi der.

Account structures should provide for
additional electronic deposits of at |east four.
Accounts should provide for third party paynents.

Accounts shoul d include a savings feature.

Physical distribution sites should exist within close
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proximty to account hol ders.

| f none exist, plans to add distribution
outlets should be included in the response for
proposal s.

Third party non-financial institutions
shoul d not be allowed to participate in the delivery of
services to the Federal -- to Federal paynent
recipients for the same safety and soundness -- for the
sane safety and soundness reasons that non-financi al
institutions were not included as distribution outlets
within the Rule.

In inplenmenting the EFT Act, Treasury seeks
to bring into the financial mainstreamthe 10 mllion
cash consuners who receive Federal paynents, and who
currently do not use the financial systemto receive
funds, make paynents, save, borrow or invest.

Bring cash consuners into the financial
system -- before bring cash consuners into the
fi nanci al system  Treasury should evaluate the
financial system environnent, and the receptivity of

the systemto include cash consuners.
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Cash consuners are characterized by certain
transitional habit -- transactional habits which
include a preference for in-person transactions, check
cashing, cash and noney order purchase and paynents,
and the inability or unwillingness to make deposit --
mai nt ai n deposit bal ances.

Such transactional habits run counter to
the direction which financial institutions are
encour agi ng consuners to nove, and thus have associ at ed
wi th them hi gher fees and costs.

That EFT 99 may transition cash consuners
from cashi ng Federal checks for a fee to establishing
EFT accounts which incur excessive bank charges for
unprofitable transactional habits.

Treasury shoul d not nmandate an option which
benefits the Governnent at the consuner's expense. The
Governnent's distribution costs are in effect being
transferred to the -- cash consuners the increased --
the i ncreased bank charges.

Finally, you should realize that by

mandati ng recei pt of Federal paynments by Electronic
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Funds Transfer, you are forcing cash consuners to enter
a hostile banking environnent, and to utilize a
financial system that has been unresponsive to their
financial needs, and that has not adequately served | ow
i ncome mar ket s.

Therefore, | strongly encourage you to
address changes to the financial banking system before
mandating its use.

Thank you.

M5. LANE: Thank you, M. Hudson. | rem nd
the panelists to please use the mcrophones. The Court
Reporter can't hear if -- if you don't. M. Bryant?

MR, BRYANT: Good norning. The copy of ny
remarks are in the | obby for anybody who would like to
have a copy.

It's entitled, "H gh Touch in a H gh Tech
Worl d." To our distinguished guests from the U S
Treasury Departnent in Washington, D.C., the bankers,
credential professionals, community devel opment experts
and concerned citizens gathered here today, | want to

sincerely thank you for the opportunity to provide you
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with my testinony with regard to the recently passed
El ectroni ¢ Funds Transfer legislation, lovingly called
i n Washi ngton, EFT 99.

I'"'m the founder, Chairman, and Chief
Executive O ficer of Operation Hope. Founded
i medi ately followwing the civil arrest of 1992,
Qperation Hope is Anerica's first non-profit investnent
banki ng organi zati on.

Wth 45 FDI C insured banking partners,
several corporate partners including Mcrosoft and
Trans Union, and even Federal Governnent partners such
as the U S. Econom c Devel opnment Adm ni stration.

Qperation Hope operates a separate for
profit subsidiary, and it is our Qperation Hope Banki ng
Cent er Corporations.

Qperation Hope and its partners are whol ly
conmmtted to the social and economc revitalization of
our inner city and underserved comuniti es.

Li kewi se, our banking centers, we believe,
represent a new nodel for banking our underserved

communi ti es.
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Qur business is hope, self esteem and
opportunity. Qur product 1is economc Iliteracy,
econom ¢ education, and urban capital and financia
access.

I believe it's relevant to today's
testinony. It has been said, even, that Qperation Hope
hel ps people to redeem their can do spirits, and to
nurture and grow their individual sense of self in the
sonetimes unforgiving capitalist world.

Yes, we believe in Anerica' s inner city
communities. W believe that others should al so, not
only because it's the right thing to do, but because
it'"s in their enlightened self-interest to do so.

It has been said that change is sonetines
a problem and sonetines an opportunity. Wl |,
historically mainstream America and Wall Street had
toyed with the opportunities associated with structural
change in our society, while our inner city communities
have al nost suffocated by the probl ens.

Vell, the Anerica of the 21st century wll

be different, if only because it will be increasingly
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ethnically diverse, and we can no longer afford to
enbrace the opportunities, yet to ignore the problens.

Comptroller of the Currency, Eugene
Lubbock, refers to it as a denocratization of credit in
America where he refers also to the Conmunity
Rei nvest nent Act, because they are connected, and so

was his | egislation.

In fact, in the early 1900s, you and |
couldn't get a |oan. They were called comerci al
credits.

But | believe there's a reason that we

shoul d connect these itens. Today African Anericans
and Latinos represent a $499 billion a year consuner
spending force, and a $365 billion consuner spendi ng
force respectively.

In 1997 and beyond, CRA will increasingly
mean new markets and future profits. | believe that
CRA and EFT 99 are, as | said, connected.

EFT 99 is legislation we are westling with
today, is not sinply about efficiency and savings. It

represents a fundanentally new way for Anmerica to do
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its business by Anericans.

The problemin this scenario is our other
Arerica. And this tinme, the architects have changed --
you nmust work hard to -- to draw theminto the plans
fromthe start, and this is why | am here.

Passed by Congress on Septenber 16, 1997,
and effective January 1, 1999, EFT -- EFT 99
effectively requires that all Federal paynents with a
not abl e exception of tax refunds -- of course you guys
wll make us get those by mail, be electronically
transferred.

In theory, EFT 99 is an excellent exanple
of Federal I|egislative innovation. That was a -- by
design -- win, wn.

It is nore secure than current paynent
met hods, and insures pronpt delivery of anticipated
funds.

No nore |ost checks in the mail, and our
bi g bureaucratic Government takes a giant leap into the
informati on age. Bravo!

Wth countl ess paper saved, you and | are
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further confident in knowing that our children wll
grow up being able to play in an authentic tree house
versus a plastic one.

And of course our Federal Governnent has
the opportunity to save, and/or recoup an estimted
$100 mllion, not to nention the deposit and fee incone
opportunities available to our banking community.

On bal ance, it seens to be win, win. But
in point in fact, | come here today because, while the
legislation's ideal objectiveis win, wn, it's conmpany
regulation is not -- or shall | say, optimstically not
yet.

The chal | enge before us today is not very
dissimlar fromthe -- the problens facing the franers
of the Community Reinvestnment Act legislation in 1977.

How does one provide fair and equal
distribution than of loans, credit and financial
services in an uneven, and sonetinmes unfair worl d?

How do we care for the estimated 10 mllion
Americans that are without a bank account |iving cash

and carry lives, facilitated by high cost checking --
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check cashi ng agenci es?

How do we insure that costs initially |ow
by mandate do not skyrocket unchecked in time, as
ot hers have in the past?

But there are even |arger questions to
answer in this regard. How will we be insured the
check cashers, which are by nature a repressive
busi ness?

Every custoner you educate and assist is
every custoner you |lose. How do we insure that they
will not becone authorized in credentialed financial
services providers in our inner city comunities?

How wi || we incorporate and include entire
communities in the information age when the
infrastructure they have access to cones fromthe stone
age?

How wll we keep Anmerica's prom se of
dependi ng on big brother, the Federal CGovernnent, |ess,
and | ocal partners, community partners, nore w thout
maki ng themfull economc partners, and not just public

affairs partners?
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How can we reasonably rely nore and nore on
banks, as with the case with EFT 99, to be underserved
in Arerica' s primary delivery nmechanismfor financial
services, when they are quickly transitioning out of
their traditional branch networks.

Wile far from perfect, and | even
under stand the econom ¢ nodus behind them the branch
-- the local branch, if in fact a underserved comunity
is lucky to have one, represents one of the few
wor kabl e resources avail abl e to people who do not trust
easily or quick.

Mai nstream Anerica loans for the nost
efficient high tech. Even | pay ny regular bills on
line these days, but urban inner city and underserved
communities require high touch

Technol ogy is great, but it is hard to have
a neaningful relationship with an ATM machi ne. The
good news is that answers are within reach

W can create a systemw th the EFT 99, and
like systens to follow, that -- that ride the tide for

all ships, as long as it is our intended goal fromthe
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onset -- the solution.

The Federal Governnent has taken a bold
move of incorporating the private sector into its
regulation, but the resulting service gaps left
unfilled between | aw -- between | awmakers in D.C., and
| ocal FDI Cinsured banks, neans that check cashers wl|
only increase in their influence in our underserved
conmuni ties.

There is a role for check cashers, but it
is not as America's underserved urban banker. The
solution is a three Il eg stool, which incorporates the
Governnent, the private sector, and comunity as a
power ful and equal partner for change.

The solution is an alternative delivery
system not so different from our Operation Hope
Banki ng Center.

At our OHBC offices, with one currently
| ocated in Central Los Angel es, Hawt horne Savi ngs and
Fidelity Federal Bank as our investors, serving the
African Anmerican community.

A second under construction in Southeast
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Los Angel es, Honme Savi ngs of America as our investnment
partner, serving the Latino community.

And a third banking center with a major
noney center bank serving as our investnent partners,
schedul ed to break ground in 1998.

Custoner's access of seamnl ess integrated
group of services including, 1) econom c education; 2)
credit and financial services; 3) technical assistance;
4) case nmanagenent, 5) below nmarket check cashing
services in partnership with the Union Bank of
California' s Innovative Cash and Save Divi sion.

And we transition individuals from check
cashing custoners into banking custoners using mcro
and traditional deposit accounts with a deposit taking
desk on site.

Secured and unsecured credit cards, |oan
packagi ng, l|oan funding, post funding |oans, |oan
assi stance, technical assistance, and we even operate
a law enforcenent drop in center

The Qperati on Hope Banking Center is indeed

a nodel for doing well by doing good, and the nunbers
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have begun to bear that out.

In slightly nore than one year of startup,
we have 2,500 full-time custonmers, nore than 18 -- I'm
sorry, nore than 8,000 ATM custoners, while there are
two ATM machi nes from a mai nstream noney center bank
| ess than 100 yards away.

We shoul dn't have two custoners. Yet we
have 8,000. | believe that tells you sonething. W
have 600 individuals enrolled in our credit counseling
program who are trying to help thensel ves nove from
hopel essness to hope.

More than 1,500 free credit reports have
been issued, and our conputer resource center and on
I i ne banking center -- who said Bl acks and Browns don't
i ke conputers -- is at capacity five out of six days
a week that we are open.

To date, OH and its partners have issued
comm tnments in excess of $21 million, and funded $15
mllion in loans, and all |oans but two were paid as
agreed; and our |argest conplaint at the banking center

i s not enough nodem | i nes.

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.

(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

64

I n our underserved communities, very often
it is what you don't know that you don't know that
kills you.

But there are very few people in our
organi zati ons, and alnost no institutions that people
trust to give themthe answers and the hel p that they
need.

As our banking center notto has already
proven successful in many ways, there are countl ess
communi ty based and non-profit organi zati ons that have
the ability, the talent, the professionalism the
access in the interest of fill the gap created by
Anerica' s rush to enbrace the information age.

Local Iy, you can | ook towards organi zati ons
li ke First AME Church with nore than 15,000 nenbers,
West Angeles Church with nore than 16,000 nenbers,
Crenshaw Christian Center wth nore than 20,000
menbers, the Community Financial Resource Center, the
Lati n Busi ness Associ ation, Fame, Renai ssance and many
ot hers.

What they need is a structure that include
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a defined and nmeaningful role for themto play, and

partners who treat them as equal partners in trade.

And of course, they'll have to hold them
accountable for results. The solution | propose
addresses many systemic -- systemc and practical

probl ens, 1) comunity buy in versus trickle down, 2)
even in fair distribution of electronic commerce in
under bank communities, 3) a practical process of
graduating individuals out of the non-bank client
gr oup.

Your 10 mllion -- you 10 mllion figures
shoul d decrease over tinme if you're doing your job
right.

4) Devel oping and supporting self-
sustai ning comunity based organi zations, and 5) a self
regul ati ng benefit of enlightened self interest.

This is a sea where all boats rise. Better

still, it is a sea where very few boats set to sea
subsequently spring |l eaks -- a hand up and not a hand
out.

Thank you, very much.
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MS. LANE: Thank you, M. Bryant. M.
Randol ph?

MR RANDCOLPH  Good norning. M. Chairman
and nenbers of the Commttee, the East Palo Alto
Community Alliance and Neighborhood Devel opnent
Organi zation, EPA CANDO, w shes to thank you for the
opportunity to present testinony regarding inplications
of EFT 99 to the Gty of East Palo Alto.

My nane is Leonard Randol ph, and |I'm the
Executive Director of EPA CANDO, a non-profit community
devel opnent organi zati on, who's mssion is to enhance
the quality of life of all residents of East Palo Alto
by enpowering our nenbers to engage in housing,
econom ¢ and community devel opnent.

We serve a very |low inconme population in
San Mateo County, one of the richest counties, not only
in California, but in the country.

EFT 99 will have significant inpacts on us
and communities |ike ours, and nmy comments today wl|
address those concerns, but also to present possible

suggestions to help with the inplenentation of this
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Act .

Located in the heart of Silicon Valley, the
City of East Palo Alto is an anomaly. VWiile Silicon
Val l ey as a whole is experiencing trenmendous econonic
and housing growh, East Palo Alto seemngly has
regressed.

As our nore affluent neighbors capitalize
from the growi ng conputer and high tech industries,
East Palo Alto has to fight with the county to maintain
control of its own police departnent.

Wi | e our nei ghbors argue about the noise
of leaf Dblowers, or the sound comng from an
anphi theater, East Palo Alto worries about whether it
can maintain its billing departnent.

And while our wealthy neighbors can rally
to stop the closure of a bank branch, East Palo Alto is
still waiting to see the construction of the first ATM
connected to one of the major financial institutions.

And |'mhappy to say | talked to one of the
representatives of Bank of Anmerica this norning, and

they're -- they're feverishly working on putting an ATM
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into East Palo Alto, and hope to see it in the first
quarter of 1998.

Yes, this is the eve of the 21st century,
and there are still cities that do not have banks. As
with many mnority or |owinconme comunities, East Palo
Alto suffers these and many nore social ills that are
-- that are not shared by our wealthy nei ghbors.

Residents in these affluent communities are
nor e confortabl e t al ki ng about conput ers,
t el ecommuni cations, the internet, the super information
hi ghway and so forth.

To themit's a normal matter of life. But
to low inconme, immgrant, and elderly populations,
t hese 20th and 21st century topics are as foreign as
the U S. interest in the -- in the extent of nuclear
weapons in Irag, and often -- sonmetinmes -- oftentines
it's scary as the though of Sadam Hussein controlling
t hem

During the hearings you' ve conduct ed today
-- this one today, we have undoubtedly heard many

coments about, 1) what entities should be considered
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an aut hori zed agent, 2) the definition of hardship, and
how recipients can qualify, 3) limtation on fees
associated with a recipient's bank accounts and the new
ETA accounts, and 4) the potential opportunity for the
Treasury Departnent to influence financial institutions
to provide nore resources than |ower i ncome
comuni ties.

| will briefly address these four areas,
and then comment on other issues that nost directly
I npacts ny conmunity.

As far as authorized agents, it has been
wel | docunented that Federally regul ated and supervi sed
financial institutions on average are |ess expensive
for consuners than check cashing outlets.

Qur own comunity survey, conducted in 1995
found that a househol d earning $16,500 per year, which
isn"t unusual for our comunity, would spend roughly
$325 a year on check cashing services, as opposed to
about $60 a year on a -- at a bank.

That equates to about two percent of their

i ncome being spent on check cashing fees. And for a
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low inconme famly, this is considerable | oss of incone
t hat equates to about $25 a nonth.

But personally, | would recommend a check
casher not be designated an authorized agent. | do
recognize that unfortunately for a Ilot of our
residents, there are no other options.

|  would, however, recommend that the
Federal Governnent -- Government enact and adequately
enforce legislation that wll imt the fringe banking
community's ability to take advantage of the poor and
el derly.

As far as hardshi ps, the hardship
definition -- definition should not only take into
account the cost of the recipients for having a bank
account for the wunbanked, but should also include
access to financial institutions.

As | nentioned earlier, there are no
financial institutions, nor ATMs connected to themin
East Palo Alto.

And whil e over 65 percent of our popul ation

has checking or savings accounts, all of our custoners
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are required to cormute to another city to access their
accounts.

Especially for elderly, who have limted
transportation options, access to bank accounts or ATMs
-- our conputer's progranmmed for online -- online
banki ng coul d be a hardship.

Cost for services, the Treasury Departnent
shoul d keep an ever watchful eye on fees and pools on
new y established accounts for recipients of Federal
paynent s.

These costs should reflect the actual cost
borne by the institution for providing the service. As
far as opportunities for the Treasury Departnent to --
to assist in influencing -- influencing reinvestnent
into comunities, | think my coll eague here, Al an --
Al an Fisher fromthe California Reinvestnent Commttee,
is working on the opportunity for the Treasury
Department -- or wrking on the opportunity of
reinvesting in |l ocal communities.

As the Treasury Departnment may be required

to set up ETAs with a designated financial institution

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

72

-- financial institution, excuse ne, you should also
help assure that these institutions are providing
resources and reinvesting in the |ower incone
communities that they services.

The two issues that | wanted to focus on
are education and inplenentation. | think it is safe
to assunme that the inplenentation of EFT 1999, is
i nevi t abl e.

This gives you, financial institutions, and
the communities, not quite one year to prepare, inform
and educate recipients on this program

| say it's not quite a year, because you
must discount for holidays in the nonths of Novenber
t hrough January, which could effectively add up to two
nmont hs of |ost tine.

Even in the communities the size of East
Pal o Al so, which is roughly 26,000 fol ks, informng and
educating residents and businesses will be difficult at
best .

It is ny understanding that after you

conclude this last hearing, the next step wll be
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gearing up for inplenmentation

Part of that process should include sone
form of community education, but | -- and |I'm sure
others are not aware of how -- how this wll be
acconpl i shed.

| thus offer the follow ng four suggestions
on how to informand educate our residents:

1) If it has not already been done, a
| etter should be sent to every recipient of Federa
money informng them of the change to a paperless
envi ronment .

This notice should identify those paynent
contracts, etcetera, that are affected by EFT 99. It
shoul d be nade available in a variety of |anguages.

Qur community is predomnantly Latino right
now wth a grow ng Pacific and el der popul ation. This
notice should also be posted at all financia
institutions, Federal, Regional and |ocal Governnent
buildings, and -- and wth local social service
provi ders.

2) A panmphl et explaining the Act shoul d be
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distributed to the entities nmentioned above. It should
i nclude an easy to understand step by step process by
which -- by -- process one would follow to conply with
t he regul ati ons.

3) The Treasury Departnment should also
conduct regional trainings for community based
organi zations, social service providers, financial
institutions and public agencies on EFT 99.

The training should focus on preparing
t hese groups to educate their clients on these new
regul ations. And

4) Funds shoul d be set aside for comunity
based organi zati ons, social service providers, and --
and/ or public agencies to conduct comunity wor kshops
on EFT 99.

As we are in closer contact with the
reci pients of these paynents, we would be better able
to spread the word, and to educate them

Funding for these activities could cone
fromthe anticipated $100 mllion in savings projected

to be achi eved from Governnent w de inplenentation of
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t he Act.

| n addressi ng the i npl ementation of EFT 99,
| would offer the follow ng two suggestions:

1) Grant funds shoul d be all ocated for non-
profit organizations, schools, affordable housing
devel opers, social service providers, and others to set
up conputer centers for online banking access.

A strategy mght include funding the HUD
nei ghbor hood network centers in affordable housing
devel opnent s.

As of now that is of yet an unfunded
pr ogr am

Onl i ne banki ng shoul d be a required service
wi thin these centers.

2) Gants or low interest |oans should be
made avail abl e, possibly through the Small Business
Adm nistration, for small to nedium sized businesses
serving low incone communities to acquire a point of
sal e devi ces.

This will allow those serving the poor to

participate in the technological revolution we are
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experiencing across the gl obe.

In closing, once again, thank you for this
opportunity to address you on this inpending
| egi sl ati on.

As one who recognizes and applauds the
technol ogi cal inprovenments that allow for greater
efficiency, | appreciate the intent behind EFT 99.

Truly, when inplenented correctly, the
potential gain to the community of East Palo Alto is
substanti al .

Yet, | must caution that change is never
easy, but steps can, and should be taken in advance to
mtigate whatever problens nay arise.

| hope that the suggestions that | and
those have made or wll make can help in sonme way in
t he success of inplenenting EFT 99.

Thank you.

M5. LANE: Thank you, M. Randol ph. W'l
now go to questions fromthe Governnent Panel of the
W tnesses. M. Hamond?

MR HAMMOND: l'd like to start off with a
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question for M. Hudson. Throughout your testinony,

you -- you comrented about the need to -- tolimt --
excuse nme -- to either limt or restrict the ability of
third party providers to -- to in essence serve as

providers of financial services; though at one point in
your testinony you'd comented about the successfu

partnership that you had with a |ocal check cashing

oper ati on.

And | guess | would like you to el aborate
a |little bit on perhaps -- there's obviously a
difference in what -- what kind of partnership you're

tal king about being limted or restricted versus the
type of relationship that you've entered into, and |
was wondering if you could just elaborate on that a
little bit.

MR,  HUDSON: The difference is we're
operating a bank. [It's an in-store bank branch. So --
Well's Fargo B of Ais in a grocery store, and it's
dual we're in as a check cashing conpany.

SO we operate separately from and maintain

-- you can get all the service that they did.
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Basically all the services at our traditional bank you
can get at this bank, as opposed to the limted
functions of receiving funds, deposited in an account,
and then all of the functions are delegated to a third
party financial person.

And | think that is the direction that
| ar ge noney centered banks are noving because it is a
nore cost efficient way to -- to approach the difficult
task of balancing the cost of people with very |ow
bal ances, high transactions, and sone risky credit
profiles, and not being able to charge them to
conpensat e.

So the only way to -- to handle that kind
of msmatch is to del egate nost of the activities, and
nost of the functions to third party vendors, which can
charge, and they're not regqul ar.

MR HAMMOND: | appreciate -- | appreciate
-- that helps me quite a bit. So in essence, you're --

what you're really talking about is a co-location type

MR. HUDSON: Right --
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MR HAWOND: -- of operation as opposed to
a partnership, per se. Aright. Thank you, very mnuch.

M5. LANE: Yes, sir.

COURT REPORTER: | just need to change
si des.
M5. LANE: Ckay. We can take a break.
(Whereupon, a brief recess was taken.)
M5. LANE: Ckay, M. --
MR HUDSON: | just don't want you to think
it's just an ATM | ocati on. W have a -- we have a

full-time enployee, and it's open six days a week.

So you can actually approach sone way --
ask questions about direct deposit, about the -- the
di f ference between cash checki ng and checki ng accounts,
soit's -- and get |oans.

MR HAMVOND: It really is a full service
branch, in essence? It's just perhaps designed in a
di fferent fashion.

MR HUDSON: R ght.

M5. LANE: M. Staples?

MR. STAPLES. Yes, M. Hudson again. You
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mentioned the term "self-select” in your -- in your
testi nony.

It was part of a longer sentence, so | --
| want you to -- if you could, say a few nore words.
| think it was in relation to the ETA account.

And | guess let nme ask a sort of a second
guestion at the same tine. Have you thought about the
i ndemi fication of the waiver conditions, and the --
the individual's role in self-selecting or not, in sone
way under that?

MR.  HUDSON: Yes, | think the waiver
provi sions are quite broad, and quite adequate. The --
the problem | have is at sonme point, there's a drop
dead date, where you -- there are really mninmm
wai vers, and once you have this account set up, there's
al nost really no excuses |eft.

That's when the problem cones in. And |
did -- | use self-select in nmy comments, and | -- |
apol ogi ze.

| was gearing ny remarks based on Al an, and

| thought that | was going to run about 20 m nutes, so
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| was racing through the presentation.

My self-select referred to institutions
that want to be a part of this EFT account, who w ||
voluntarily self-select.

Not all the institutions want to offer this
EFT account. So what | think you'll have if you open
it upto all financial institutions, is that only a few
will want to be a part of this process, and they wll
sel f-sel ect thensel ves.

And so this whol e question of identifying
institutions that will participate or not participate
wll be done by the private enterprise -- by the
private industry.

W will say, "I want to be a part of it,
and | will apply to be a part of it, and | wll conply
with the EFT account structure that you cone up wth,
just like B of A, Wlls Fargo, and Nati ons Bank.

MR. STAPLES: Thank you.

LANE: O her questions?

SHELTON: Unh, yeah.

5 3 &

LANE: M . Shelton?

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

82

MR. SHELTON: |I'd like to ask any of the
panel nenbers -- describe to ne -- | know you've tried
it, you' ve done sone of it in your talks now, but in
novi ng peopl e fromchecks to the el ectronics, describe
a nodel, what that nodel should cost, and who shoul d
pay for that, or share init, or -- or where the costs
should be distributed, or whether it should cost
anyt hi ng?

And I'll open it to any panel nmenber that
wants to address that.

MR, HUDSON: "1l start. The -- in ny
remarks, | gave you a very definite structure of the
type of an account.

MR. SHELTON: R ght.

MR HUDSON: | -- | firmy believe that the
cl earest nessage | can nmake to you is cost is the nost
i nportant vari abl e.

So the -- the objectiveis to bring it down
to the | owest cost possible, wth the broadest anount
of flexibility to the consunmer wthout, you know,

giving themunlimted services and products.
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| -- 1 think the basic services are that
they need to be able to withdraw funds, nake paynents,
receive electronic funds, and -- and that should be
provi ded at a m nimal cost.

MR SHELTON: Be nore definitive than that.

MR. HUDSON: Excuse ne?

MR SHELTON: Can you be nore definitive on
what that cost shoul d be?

MR, HUDSON: Yeah, | mean, | think it
shoul d be --

MR. SHELTON: A range could be fine, |
mean.

MR. HUDSON: If it was at our bank, that
cost would be probably three dollars a nonth, $36 a
year for four withdrawals a nonth, four electronic fund
deposits a nonth, four noney orders a nonth, and
unlimted ATM use.

MR SHELTON:  Ckay.

MR HUDSON:  And you woul d earn two percent
interest on that account.

MR. SHELTON: That cost -- the three
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dollars would be -- the -- the custoner would pay for
t hat ?

MR,  HUDSON: The custonmer would pay for
t hat .

MR SHELTON:  Ckay.

MR STAPLES: And it would only be at your
ATM machi ne?

MR HUDSON: Yeah, that's the problem
That's the major problem  Wen you -- and it's not
j ust Broadway Federal Bank's problem

When you start wusing ATM outside of ny
network, you're going to get charged substantially, and
that's the problem| have with debit cards.

If you force people to use debit cards,
you're forcing them in underserved communities, to pay
an excise, in addition to whatever m ni num bank charge
you charge, you're going to force themto incur $1.50
to $2.00 for every tinme they use an ATM at a grocery
store, at another person's bank, at a check cashing
operation at ny bank.

Soit's -- it's areal problem \Wen you
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force people to use debit cards, and you don't give
them the ability to walk in and access their funds
directly.

MR. BRYANT: On this point, Paul makes a
very good point which needs to be anplified. | know I
was going to give you two qui ck exanpl es.

Wien | was growi ng up in business, as | was
-- started to do well, | noticed | started to get nore
and nore noney out of the ATM machine every tinme |
went .

You know, at first you go get 20 bucks out,
and then the next day you go get another 20, or maybe
t hat eveni ng.

And then after a while, you start taking
out 100 and 200, and it's the sane fee no matter how
much you take out.

And so | think the inportant point here is
that -- is that the folks, really that we're tal king
about, are going to be going to that nmachine once a
day, twice a day, going to the grocery store, going to

get some cash to do whatever, but they can only take
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out the m ninmal anount.
O they're going to be cautious if they
have any commbn sense at all, and that means that those

-- those per usage charges are going to go through the

r oof .

And the last analogy I -- | want to give
you is my cable conpany. They recently changed
servi ce.

The only problemis, | didn't ask them

And they cane to ne -- right after they turned off ny
servi ce.

And | said, "Way are you turning off ny
service?"

They said, "Because you didn't respond to
us to put in a cable box."

And | said, "Well, | don't want a cable
box. "

And they want to charge ne four bucks for
t he pl easure.

| said, "I never asked for a cable box. |

i ked the service just the way | had it."
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Well, they didn't give nme an option. The
bill was paid on tine. W had a great wonderful
relationship -- | loved the quality.

| don't see any difference in the quality
of the picture I"'mgetting today than | got yesterday.
But the reality was, if | didn't say yes, they were
going to cut it off.

And -- and so when we box people in |ike
that, you really make them captive for those predators
in these markets who are | ess than scrupul ous.

MR FISHER The one thing | -- | wanted to
add to this is the other issue of fees beyond the ATM
f ees.

You get seven checks a nonth, and it
happens that eight clear in a particular nonth. Now,
even though you wote them chronologically within a
month, and | think that's another thing that you need
to look at with these accounts, are -- are there hidden
fees?

Because | know one of ny friend s nephew

had sone noney in an account that was bel ow the m ni num
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bal ance, and in two or three nonths it got eaten up by
f ees.

He cane back to his account that he thought
had nmoney in it, and it was a negative account. So |
think that's another issue beyond the up front costs
that you need to | ook at.

MR,  HUDSON: One other thing about cash
consuners, and why they're cash consuners, everybody
opens an account, we run on check systens.

| f they have any problem whatsoever, we
won't open their account. O if -- the other reason is
that we may ask for three different forns of ID and
t hey only have one.

So you have to understand that sonme people

are cash consuners because they can't get a bank

account, or the bank's -- they don't fit the bank
profile.

So when you set up accounts, |'m assum ng
that you wll -- that you will force banks to take

accounts from anyone and everyone based on the m ni nmal

amount of ID, and not having the -- even if they have
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a problem with check systens, which | imagine the
banki ng community will have sone concerns about -- have
sonme dialogue with you about, but otherwi se, | don't

see how people can get into this EFT account on a
whol esal e basi s.

M5. LANE: M. Randol ph?

MR, RANDOLPH  Part of what | heard you --
you ask, too, was as we're -- as we're transitioning
from a check witing environnent to a electronic
envi ronnment, who woul d bear the costs of educating the
consuners on that -- that part of the process.

| think that's where organizations |ike
Operation Hope down here in LA and | think -- to a
smal| extent, EPA can do up in the Bay area, where
we're putting together a banking technology center
simlar to what Operation Hope is, that's where we cone
into play.

And how do we fund that? | think part of
my suggestions and ny comments earlier were that --
that the Departnent of Treasury and the Federal

CGovernnent | ook at ways that sone of that noney can be
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al | ocated as being saved right now fromgoing to -- to
EFT 99, and being allocated toward these centers.

Maybe the HUD nei ghbor hood network program
is going on right now, which does call for nore
conputer centers being established in affordable
housi ng devel opnents.

This is an access point for folks --
especially elderly and | ow i ncone fol ks who don't have
transportation to banks which do not exist in ny
community or other conmmunities |like the East Palo Alto,
to be able to access their accounts.

And as we do the education of these, too,

we -- we famliarize them wth the online banking
pr ocess.

MR FISHER Well, if | could say sonething
to the check systemissue. | nmean one way around that,

in terns of the bank's concerns nay be to have it be
el ectroni c access and noney orders.

The noney order can only be filled if
there's noney in the account. So | would really urge

you not to go to the electronic only, because | don't
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think it works well for people, because of these
concerns, but to be flexible about that and see what
can really cone of it.

M5. LANE: M. Randol ph, in your comments,
you nentioned perhaps sone loans from the Small
Busi ness Adm nistration to hel p organi zati ons purchase
poi nt of sal e equi pnent.

What kinds of organizations were you
thi nking of, and how mght this work in the current
financi al network?

MR.  RANDOLPH: Well, when | was putting
t hose comments together, | was |ooking at particul ar
industries that are frequent in smaller comunities,
| ower inconme communities, and what we find is that
there are a lot of nmom and pop business available in
nail salons, in our comunity.

We have, unfortunately, a lot of |iquor
stores in our conmunities, so |'mnot suggesting that
| oans be given to liquor stores, but possibly to the
nmom and pop operations that exist in our conmunities --

sonme of the small famly restaurants that may be an
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oper ati on.

W have a couple of fast food operations in
East Palo Alto which are viable businesses, but they
don't have the resources in place right nowto -- to
convert to an el ectronic environnent.

So those are the types of businesses that

MS. LANE: One of the things that m ght
help wwth point of sale is the EBT program -- the
El ectronic Benefits Transfer, that is -- is taking
pl ace in many states with food stanps, and they are
equi ppi ng nom and pop stores.

The Departnent of Agriculture has to equip
any store that doesn't really have the -- the funds to
do it thenselves, or doesn't nake the business deci sion
to do it.

| don't know how -- how soon EBT's com ng
to California. | think it's being tested in a couple
of counties now, but that may be part of the solution.

Are there other questions?

VMR HAMVOND: | had one -- one additional
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question for M. Randol ph, related to the -- the notion
you were tal king about, waivers based on access or the
ability to access a banking location, and in the

proposed regulation, we put together a geographic

wai ver .

And | was wondering if you thought that
that would -- would be sufficient to deal with the
ci rcunst ances where sonebody -- you know, for exanple,

where a community didn't have banking access, or

whet her there was sone change to the reg that woul d be

required to address -- address your point.
MR RANDOLPH. |I'm-- 1 -- |I've got to be
honest . I'"'m not conpletely famliar wth the

geogr aphic wai ver, but to the extent that it allows for

communities like East Palo Alto -- residents of East
Palo Alto to -- to be, you know, considered under that
wai ver.

| mean what our problemright now is that
we don't have a public systemthat's -- that's adequate
right now for |ower incone population, and that's where

my main concern is right now, especially our senior
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residents to be able to access their accounts
correctly.

MR STQUT: Thank you. I|'d like to -- 1'd
like to shift gears a little bit. One of the things
that we seemto focus on, and rightly so, is the bank
comunity.

We have a population that is equally as
| arge that we need to address between now and January
1, 1999, and that is those individuals who are, and
already have a relationship wth a financial
institution who continue to see that paynent's by
check.

And | was just wondering what any one of
the panels mght do to help us in -- in trying to |et
us know what you think some of the issues are, and sone
of the ways we m ght be able to address, encouraging
t hose who already have that relationship to nove into
an environnent of direct deposit.

MR. BRYANT: Educat i on, educati on,
educati on.

MR. HUDSON: W -- we face that issue in
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anot her way. W have custoners that have a passbook --
a book, and w thout that book they don't feel they have
an account, and they don't feel they have access to the
account .

It's alnost |ike a physical check, is to
sone people, this book is to them And it's going to
be very difficult on a lot of your SSI recipients and
senior citizens that to -- to convince themthat they
are as safe and secure with electronic transfer as they
are with the physical check

And | know it's hard for you to probably
understand this given security and the risk, and
privacy and all the other issues, but sone peopl e just
need to see and touch and control that physical.

And once it goes into electronic system
they're not sure where it is, they don't trust it, they
don't feel confortable that it's being handled
adequatel y.

And so there is a -- as hard as it is to
believe, fromtheir point of view, it is a safety and

privacy issue, and security issue when it goes to
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El ectroni ¢ Funds Transfer.

| think that's what John's tal king about,
educate, educate, educate -- and it's going to be an
uphi I'l struggl e.

And you will find that a lot of these
people in Section 208.8 deals with this. There are
going to be a lot of people that are just not going to
respond to it -- that just say, "I don't know what this
is about. | don't understand it. |I'mnot going to be
a part of it."

And they're just going to dunp that
literature, and at sone -- at sone point, they're going
to find out their account is -- is nowin a -- in a
bank sonewhere, and they don't get a check anynore.

That's going to be a difficult situation
for the bank to have to deal with to explain to these
people that they -- that the Governnent has now put
their check they used to get physically -- no matter
how many notices you send themin the mail -- is now --
w t hout -- and because they didn't approve it, they

didn't sign anything to say you could do this, now that
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account is in a bank somewhere, and they' ve got a debit
card to use.

That's going to be -- | don't know how many
people, or what percentage we're tal king about, but
it's a scary prospect for the banks that we're the ones
that are going to be responsible for dealing with that
concer n.

MR. RANDOLPH: | think that to the extent
that you can enpower the | ocal groups to provide that
education as | suggested, having the Departnent of
Treasury and the Federal Governnent put together some
training prograns for the community based groups so
that we can actually go out to our -- our clients and
educat e them

| bet it's nore effective than trying to
have you all do it for -- on a local |level. Thanks.

MR BRYANT: Wth respect to trying to tie
this education into the -- the fees, clearly, if you
can avoid charging people that did not request this,
that is the preferred route.

Very much like | felt again with | -- - -
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as silly as this may sound, | want you to keep thinking
about this cable interaction |I had.

| nean, it is -- and -- and | think I'ma
reasonabl e person. | didn't request it. | didn't want
it, but 1've got to pay for the pleasure of changing to
sonet hi ng that sonebody el se want ed.

Now, there's a lot of folks who | think are
| ess reasonable and | ess patient who are going to end
up in Paul Hudson's | obby.

And Paul -- then Paul Hudson's going to
gi ve them your nunber.

But | think that to --

MR. HUDSON: And -- and nanes.

(Laughter.)

MR.  RANDOLPH: Preferably home nunbers.
But | think that to the extent that -- that you can
pass this on without passing on a cost, at least to a
portion of these in wusers who cannot afford an
addi tional surcharge, that is preferable.

To -- to the extent that -- that, you know,

that there is going to be a charge, ny -- ny suggestion
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i's, when you're being run out of town, get in front of
the crowd and naeke |i ke a parade, bring community based
organi zations into this, let themcreate partnerships
wi th the banks.

That will help to self regulate the -- the
fees so they don't skyrocket, because they're going to
both nmonitor the fees, but the -- let the community
based organi zations share in the fee that the bank is
earni ng, thereby giving everybody a win, wn.

And | believe also, having the |east
i kelihood of having fees skyrocket unchecked and
uncontrol | ed.

MR. FISHER  You know there's sone peopl e
-- as -- as you said yesterday nmay not want this, as
hard as it is to believe.

M5. LANE: Yeah.

MR FISHER And, you know, | think that's
again, why it's inportant to educate about the waivers,
so that people have these choices, and that maybe
there's an openness that, well nmaybe sonmeone decides in

1995 they really want to do this, you know and that
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there are options along the way that | think work for
what you're trying to do, and don't rush people into
it.

MR. STAPLES:. Let ne ask a question about
tradeoffs on check witing and -- to you M. Fisher and
your noney orders.

Certainly one of the -- the down sides to

a program like this is the possibility that people

encounter fees particularly for -- for overdrafts and
checks witten that weren't -- that rely on record
keeping and -- and things of that sort.

Presumably, the option you laid out that
woul d be a -- an ETA account with noney orders only in
addition to the ATM relieves the consuner of that
burden in the sense that you can't have an overdraft
presumably for a noney order

But if you -- any of you could -- could
address this nexus between providing for the check
witing capability versus the consunmer protection that
cones from not having check witing capability and

incurring the costs of the overdrafts?
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MR. HUDSON: Well the -- the first thing
you shoul d understand from a banki ng perspective, it's
nmore expensive for us to offer an account with noney
orders, than it is to offer a checking account.

It -- It's kind of like you guys and
physi cal checks and El ectronic Funds Transfer. But
from the consunmer point of view, it's a lot nore
difficult for themto manage a checki ng account than it
is an account wth noney orders, because |ike Alan
says, you'll -- you'll have so nuch cash, and get so
many noney orders, and that's all you can do.

Wth a checking account, you can get into
a lot of trouble, and there will be fees associ ated
with it, and banks will close those accounts.

So then we're back to a system of, well,
how do they access their EFT noney, and it's probably
t hrough an ATM transaction card.

Because | think you really have to get
involved in regulating this issue because nost banks
that I'm aware of wll charge you for those noney

orders anywhere from $1.50 to $2. 50 each
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And we have custoners that conme in on the
1st and the 15th of the nonth with their electronically
deposited social security check and will get 15 noney
or ders.

And you try and tell them a checking
account's better, and they say, "This is the way |'ve
done it. This is the way I wll continue to do it,
because this is the way I'mconfortable with."

So, | nean, | don't know if there's an
answer, but clearly it's -- it's an area that needs to
be regul ated, otherwise, as | said in ny testinony, you
will find that consunmers are going to pay nore to
receive their funds electronically then they did

t hrough a physi cal check.

MR, Fl SHER: | nmean, | -- | think for --
for us, we haven't -- we still aren't -- aren't clear,
because there's sone -- there's sonme conflicting issues

her e.
| think the Congresswonman's issue that
there shouldn't be sonme special account for people is

a very inportant one.
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On the other hand, in pragmatic terns,
financial institutions have shown trenendous rel uctance
t o open accounts.

That's why a lot of people don't have
accounts, because they've nade a m stake before, or --
or a variety of reasons.

O hers, because of how banks treat themin
their variety of reasons. And | just think that in
| ooking at this, there needs to be sonethi ng beyond the
el ectronic, so that it can really work for people, and
that it ought to be sonmething with sone flexibility.

| mean checks are better in sone ways for
sone people, and -- and noney orders are better in --
for other people in other situations.

And | think, you know, this needs to be --
to be wei ghed out sone, and see what can work, but | --
| think our strongest nessage is that it should not be
an el ectronic only account.

Because that -- that doesn't add to
peopl e's safety and security in terns of being able to

keep receipts, pay bills, and -- and all of that.
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And | think the other needs to be westled
through a little bit nore, you know.

MS. LANE: M. Hudson, could I ask you a
question? One of the populations that | serve -- that
concerns nme, having responsibility for social security
and SSI recipients in South Central is -- the people
who -- and -- and throughout the City -- people who
have bank accounts and do not have direct deposit for
their checks, and this is a considerable nunber of
people in attenpting to have people nove to EFT.

One of the things, and -- and Congresswoman
Waters nentioned is, you know, that a lot of elderly
peopl e do just like to see the check.

| know this is very inportant in a |ot of
the inmmgrant communities, also, where they like to
know and see the nexus of the check being placed into
their account in the bank.

Is it a -- an expensive proposition to --
for the bank to issue in the mail a deposit slip to the
custoners showing that the check was deposited

el ectronically, so that at the beginning of the nonth
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the custoner actually has proof of that nexus w thout
actually having to have the paper check and all the
ri sks associated with the recei pt of the paper check in
Los Angel es County.

MR HUDSON. There is a cost. | would not
characterize it as expensive. W -- we provide those
services regularly to our other custoners in terns of
if they nmake a deposit by nmail, we give thema receipt.

| f they have a statenent savings, we give
thema nonthly statenent. So there is regular nailings
that we are accustoned of handling anyway.

| think though that there is a -- there is
a cost associated with that. Il -- 1 think it is a
m nimal cost, but | think it gets back to M. Shelton's
gquestion about what is the cost of this account.

| think -- 1 -- 1 think that as we add
t hese costs, it goes up to $3 dollars. And maybe the
nunber is $5 a nmonth, but -- but | think that that's a
realistic option for people to get sonething that says
you received this anount of noney, and if you could

even send it out so it |ooks |Iike a check.
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So -- but, and | think that, you know, when
the hysteria of EFT 99 kicks in, there will be a |lot of
peopl e that have checking accounts that are getting
physi cal checks that now say, "You know, |I'mgoing to
do it by EFT."

Because this woul d be so nmuch education, so
much information, and so nuch -- so many -- it's
participants trying to get themto go to banks, the
Government, conmmunity organizations, that | think it
would facilitate and would help if we sent sone
recognition that the funds are here, and that -- you

know, it's sone nuch noney.

M5. LANE: Ckay. | would like to thank the
menbers of the first panel. W wll take a very brief
break just to change the -- the panel nenbers.

No |l ong break at this tinme, thank you.
(Whereupon, a brief recess was taken.)
M5. LANE: Qur next panel consists of four
W tnesses. Testifying first would be Lea Baines from
t he Ravenswood Federal Credit Union, followed by Page

QOgden fromthe Britton and Koontz First National Bank
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of natchez, M ssissippi.

Next woul d be Brenda Yost, Bank of Anerica,
Janmes Ball, National Check Cashers Association. M.
Bai nes?

M5. BAINES: Good norning. It's a pleasure
to come before all of you. W are a new organization
out here to help low income comunity devel opnent urban
cities.

W are at East Palo Alto, California. Had
the political situation not preenpted us with police
departnent, would have -- we woul d have been publicly
announced on \Wednesday.

M. Randolph is aware -- we notified their
Board April 28th, and | did | eave phone nessages to
speak with M. Randol ph before com ng.

Mne is pretty direct and very short. The
i npl enentation of EFT by the Departnent of the Treasury
will not only have a positive inpact on the amount of
tax payer noney saved by the Governnent, it will have
long term positive effects on depositors who have

previously been underserved, even denied banking
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servi ces, such as recipients of AFDC

Prior to the creation of Ravenwod's
Federal Credit Union, no financial institution of any
kind existed in East Palo Alto, California.

Despite being surrounded by the nost
affluent cities in the country, with a population in
the 23 to 29,000 range.

In addition to the savings nentioned above,
service contracts wth Departnent of Treasury
conversion to EFT direct deposit nethod woul d open job
training benefits and enploynent in high unenployed
urban cities in comunities served by federal credit
unions with [ ow inconme community devel opnent financi al
institution status.

The things that we see that need to be
addressed are sone of the questions that all of you

pose today.

Banks -- commercial banks, existing |ong
term banks -- they need to provide the follow ng
services to institutions that wll serve the

under served popul ati on.
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Part -- they need to help fund, perhaps out
of unused portion of their present CRA noney that stil
is on -- on deposit wth them or allocate or designate
a portion of the CRA noney.

But start up funds where comunity
organi zations |led by federal credit unions that have
| ow income comunity devel opnent status, |inking up
with comunity organi zations, commercial banki ng shoul d
be very willing to help fund start up education costs,
not just the Treasury.

Because the Treasury has VEA and CRA funds
that can cone to organizations that are going here
doi ng the educati on.

Not to forget the fact that there's also
training the trainer, it needs to provide vol unteer
materi al s and manpower to assist the | ow incone federal
credit wunions, and their comunity organization
partners with sone of the costs that has to go into the
education of the recipients, and the clients that wll
be on EFT.

We personally feel that there should be
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free ATM services to financial institutions working
wi th the unbanked, and not have exi sting banks pass on
a fee to us.

Provide literacy regardi ng those financi al
institutions to existing bank clients nonthly.

Treasury to provide the following to
financial institutions that will service the unbanked:

CRA, VEA funds to financial institutions
that are willing to go after and educate and sign up
t he unbanked.

Job training contracts by financial
institutions that acts as the fiscal agents.

Funding for start wup costs, and job
training for CBGCs.

Financial institutions, or fiscal agents to
account for the funds to the Treasury and other
sour ces.

It is our contention that a fiscal agent
should be set up whereby a -- a -- a trust account
audi ting nethod should be set up to track the nonies

given by Treasury for these services so that when
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community organi zations are in a sense subcontracted to
assi st on the education and training end.

But they need to provide a service, and if
they don't provide that service, then the fundi ng needs
to stop to them

And so that we don't have wasted Federa
dollars, we feel that the fiscal agent system woul d act
as a watchdog to protect the Federal doll ars.

Al so, grant funds and contracts wll be
overseen by low incone financial institutions or their
fiscal agents.

In the specific case of Ravenswood Feder al
Credit Union, the Nation Federation has designated
peopl e projects and progress of 503(c)3 non-profit
community organization in East Palo Alto as the

comunity partner, because they forned the credit

uni on.

So we i nplenented the process so that our
peopl e have access to financial institutions. And
peopl e progress, and progress -- people projects and

progress would in turn bring in and enfold the other
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community organi zations throughout four counties.

So that we have a host of people
networking, and doing education as well as job
training, and training of the services.

W think that a hands on approach needs to
be. If you're Latino senior, then the trainer or the
educat or shoul d be Latino senior.

In other words, match the education
facilitator with the group that they are trying to
educat e.

We feel that noving individuals fromthe
reci pient of tax dollars into the position of trained
tax payers from welfare to work, from underskilled,
fromunder -- under educated is a financial bonus on
top of the EFT bonus that would conme to the Federa
Gover nnent .

Because, as you have heard today, there are
m | lions of unbanked clients. Those clients can be job
trained, as well as educated, and enployed by the
financial institutions, taking them fromthe role of

living off the tax payer dollar to paying in the tax
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payer dollar to the Governnent.

We see the conversion as a platform for
w despread banking education, and the creation of
i nnovative financial services to greater nunbers of
peopl e.

Teaching those living in housing projects
financi al noney rmanagenent and banking skills,
providing service on a scheduled basis with nobile
stations for non-cash transactions.

The -- the financial institution of
Ravenswood Federal Credit Union will go to the housing
projects, train and educate those sane residents in the
banki ng.

W wll have nobile, trained, enployed
staff that will cone on a scheduled basis to provide
banki ng services to that unserved and unbanked group of
peopl e.

I f an individual is physically disabled, or
a senior person, and is not able to conmute or get to
the -- the actual bank facility, we will also train and

hire and enploy scheduled staff that goes to their
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honmes for the nursing hone or whatever to take care of
t hei r banki ng needs.

We see this as an inplenentation into the
21st century. Oh many of the things that were
di scussed previously about services and cost of
service, it is ny viewthat if the unbanked popul ati on
is paying X amount of dollars per transaction to the
check cashing business, they already are paying a
speci fic anount.

| think financial institutions should not
charge nore, but they should charge the sane as.
They' re accustoned to paying a specific fee.

It mght be that the inplenentation of
goi ng from account hol der, and having the bank provide
the specific noney orders to that client from the
financial institution would resolve the issue of, they
want noney orders.

W don't feel that we should go into
conpetition as far as trying to |lower the cost. e
know the transaction costs are real and fixed.

When you power up a nodem it is going to
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cost you X amount of dollars or cents in utility costs
-- just utility costs.

So we know that those are kind of fixed.
If the financial services, provided by financial
institutions match -- at |least match the check cashing
i ndustry, we are not taking advantage of the
di sadvant age, because that's those primary role.

And in nost cases, we can |lower the fee,
but we never go above what the check cashi ng services
al ready provi de.

I t hi nk fi nanci al i nstitutions,
specifically Iow inconme federal credit unions should
aggressively go after those doll ars.

Check cashi ng busi nesses are very
| ucrative, successful and profitable. Part of their
way of opening the door to this unserved popul ati on was
t hrough human services contracts, or state contracts
whereby recipients of -- of checks from human services
for food stanps have to conme to the check cashing
service to even get them

The banks can offer the same thing. e
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certainly are going to do that. To come to the bank
that hel ps the person connect wth soneone that's a
real human being, not a nachine, over a period of tine,
t hey get accustoned to the new banking services, and
t he atnosphere, and begin to trust the person that's
gi ving themthe service.

So if you want your food stanps, then you
conme to our financial institution to receive it, as
well as providing themw th the new information that
this will be a transaction in the future that wll go
to EFT.

But by that tinme, they will have becone
very famliar wth you, the service provider. | fee
that there is a nmassive role in education in going into
our schools, because not only are we trying to breach
the gap into the 21st century with people that are in
the md-life to the senior years, but we need to be
able to inform educate and instill financial banking
habits into the young peopl e.

They're not intimdated as the seniors are

to use a -- a conputer or an ATM nachine. | don't feel

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

117

t hat ATM machi nes, should those that are unbanked and
are on a fixed lowincone, | don't feel there should be
any service charge for using those ATM nmachi nes.

They certainly are not going to be charged
any fee at our financial institution. There has to be
a place in which we are reasonable and flexible with
those that are on permanent fixed incones, whether it
be disability, social security retirenment, whatever.

They cannot afford nore than, but whatever
they paid for the services they received from check
cashi ng busi nesses, that is what they are charged, and
only that.

W al so feel that the habits they' ve gotten
into, 1) the noney orders, 2) being able to go and pay
their -- their utility bills and whatever.

Educating them on the services that are
offered by financial institutions to pay those costs
out of your checking account.

O to pay those bills, or to provide the
service to the client, which is, you conme to the

financial institution to pay your PG need, vyour
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t el ephone, your water.

Any one of those avenues help the person
that is intimdated and distrustful overcone it,
because they're not dealing wth a machi ne.

They're dealing with one on one human
bei ngs that speak their |anguage, and that are job
trained and recruited fromtheir own econom c area.

So it becones a -- a place of closing the
gap of trust. W also want to be able to bring up to
the attention of the Treasury that we need to work very
closely with the Treasury's crimnal investigative end.

Because all of us can look at this at an
overview and see that there is massive areas for fraud.
Qursel ves, people projects, and progress is accustoned
to working with the U S. Treasury Departnent Crim nal
Di vision out of their San Jose office.

Qur -- our Liaison is Joe Banister. So
we're famliar wth wrking wth the Treasury
Departnent in crimnal cases.

As | added to both of you, | do have the

privilege and the honor now of having gotten ny little
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special certificate and accol ade as a national -- as a
menber of the National Crimnal Justice Association.

So I'l'l be working on the |egislative end
to try and help protect the disadvantaged from the
fraud that is out there.

Contracts that are presently ongoing with
check cashing businesses, |ike providing the food
stanps, and whatever, | -- | feel that we need to
seriously go into conpetition with them

Because our role as a financi al
institution, wth the designations that we requested
for the unserved and underserved | ow i ncone community
was to enpower all people of all races, and all
econom c levels with financial stability.

The only way we were able to discover to do
that was to go out and create one of our own. There is
no question that there has been many conversations
since 1983 to encourage private stockhol der owned banks
to come and provide service for our comunity.

However, thus far, after the high crine

wave of the drug -- you know, the flower child era, no
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one has been wlling to cone in.

So therefore, our people have been denied
financi al services. Now that we have this in the
community for the Jlow inconme people, we would
aggressively fight the private banking industry com ng
into that small comunity now.

It's alittle bit too |ate.

M5. LANE: Mss --

MS. BAINES: Yes.

M5. LANE: M ss Baines, we have a limted
amount of tine.

M5. BAINES: Ckay. Thank you.

MS. LANE: I f you could wap up. Thank
you.

M5. BAINES: So hopefully |'ve pointed out
sone specifics that we can work together on.

Thank you, very nmuch. |It's a pleasure.

MS. LANE: Thank you, M ss Bai nes. M.
Cgden?

MR OGEEN Cood norning. |'m Page QOgden,

Presi dent and CEO of Britton and Koontz First National
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Bank in Natchez, M ssissippi.

As you can probably tell, I'"'ma community
banker a long way from honme, but I'mvery glad to be
here today to present the views of the Anerican
Banker's Association on the inplenentation of EFT 99.

EFT 99 has an anbitious goal, the
elimnation of virtually all paper Governnent checks.
It will have a big inpact on mllions of people who
receive Government benefits, and vendors that do
busi ness with the Governnent.

W' ve nade good progress in sone areas,
such as Social Security, where 67 percent of paynents
are currently nmade by direct deposit.

But overall, we have a long way to go, and
a short tinme to get there. |In ny statenent today, |
woul d like to discuss three issues that surfaced in
each of the previous Treasury hearings.

First, it is very clear that public
awar eness and consuner education nust be a top
priority.

Second, there was concern about the use of
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wai vers to allow recipients to receive a paper check
rather than a direct deposit.

And third, there was consi derabl e anxiety
over the design and cost of the electronic accounts
that will be offered by Treasury to deliver benefits to
reci pients without deposit accounts.

My first point deals with the need for
publ i c awareness and educati on prograns. The changes
in consuner behavior require to nove all benefit
recipients to direct deposit are understandably making
many i ndi vi dual s uneasy.

VW believe that Treasury nust take the | ead
in this area. W pledge to continue to work closely
with Treasury, the Social Security Adm nistration and
ot her Federal agencies that wll be nmoving to direct
deposits.

W have also had neetings with severa
nati onal consunmer church and community groups to
develop a better wunderstanding of how we can each
engage our constituencies in outreach and education

efforts to help inplenent EFT 99.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

123

But we nmust be realistic. Sonme recipients
wi ||l never be convinced that electronic delivery is
safer and nore efficient than a paper check.

And given the short tinme franme, we nust
recognize that we are unlikely to reach everyone who
needs reaching within the next year.

My second point deals with the use of the
wai vers. W believe the Treasury's proposal for a self
certification process is appropriate.

It has the advantage of not requiring an
expensi ve bureaucratic process to review waiver
appl i cations.

In the earlier hearings, there were many
guestions rai sed about the circunstances for granting
a wai ver.

The goal is to design a waiver rule that
bal ances the need to encourage the use of EFT with the
recognition that there are hardship circunstances that
warrant granting a waiver.

We suggest that Treasury nmay want to

consi der sone of the requests made by consuner groups
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in the previous hearings for expanding the definition
of hardship referring in the area of |inguistics and
| anguage barriers.

The third issue deals with the design and
the cost of the Treasury's ETA, the account that w |
deliver benefits to recipients wthout depository
accounts.

| would |i ke to make a few general conments
about ETA, and then briefly ook at certain specific
areas of concern raised in prior hearings.

W agree with the proposal to have the ETAs
of fered on a regional basis by depository institutions
contracted wth the Treasury.

W believe that banks are uniquely
positioned to provide this service, and that
conpetitive bidding for the Treasury contract wll
ensure the best services at a reasonable price.

M5. LANEE M. Qgden, if | could interrupt
you, the Court Reporter has to change his tape --

MR OGDEN:. Sure.

M5. LANE: -- now, so we have to have just
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a brief break.
(Whereupon, a brief recess was taken.)

M5. LANE: M. Qgden

MR, OGDEN. As | was saying, the -- we --
we believe that conpetitive bidding for the Treasury
contract will ensure the best services at a -- a
reasonabl e price.

We al so agree that Treasury does not have
the statutory authority to regulate prices of deposit
services provided by private institutions in a
conpetitive marketpl ace.

Trying to assess the reasonabl eness of
t housands of accounts would cause a |large and costly
burden for both Treasury and the institutions.

And worst of all, this process, |ike other
attenpts at Governnment price setting, sinply will not
wor K.

Let me nmention four other specific issues
about the ETA raised in earlier hearings.

| ssue One, sonme concerns have been raised

that the ETA will sonehow be a second cl ass account.
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We do not believe that that is the case.

The entire paynment systemis noving from
paper to electronic, because it is nore efficient,
faster and safer.

These accounts, which utilize the latest in
technology will be the normin the very near future.
To argue that they are inferior to paper based accounts
sinply defies |ogic.

| ssue  Two, there seens to be a
m sconception that EFT 99 will sonehow be a w ndf al
for depository institutions.

This m sconception assunes that the funds
deposited will generate significant investnent earnings
for banks.

Evidence from the electronic benefits
transfer program the EBT program however, indicates
that this scenario is very unlikely because the funds
are typically drawn down very quickly.

In fact, evidence from the Texas pilot
shows that over half of the funds deposited each nonth

were withdrawn i medi ately, and there are significant
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costs involved in providing these accounts.

One obvious cost is a need to mmintain
| arge anounts of cash on the day before electronic
deposits are nade, and cash is an asset that earns no
i nterest.

Handl i ng | arge anobunts of cash is costly,
cash deliveries require extra security. Extra
personnel nmust be available to reload ATMs to neet the
wi t hdrawal denmands.

These expenses are in addition to the
ordinary cost of account maintenance and transaction
expenses.

In other words, there is virtually no
potential for a wndfall profit for institutions
suppl yi ng ETA servi ces.

| ssue Three, There has been concern that
el ectronic delivery will cost recipients nore than they
currently pay.

It is certainly not the intent of EFT 99 to
pl ace an additional cost on benefit recipients, but it

is inmportant to recognize that even with the paper
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check, it is not free for benefit recipients to conduct
their financial business.

Only individuals who currently cash their
checks for free, and pay their bills wth cash, pay
not hi ng under the current system

These i ndi vidual s can get a wai ver based on
financial hardship and continue to receive a paper
check.

Conpetition for the Treasury's ETA
contract, and the conpetition anong financial
institutions providing | ow cost electronic accounts to
al | their consuners, i ncluding Federal benefit
recipients, wi | insure that reasonably priced
financial services will be available to all consuners.

Finally, Issue Four. There has been
consi derabl e controversy over depositing benefits into
an account controlled by soneone other than the person
entitled to the paynent.

W agree with Treasury that all Federa
paynents should be made to an account at a financi al

institution.

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.

(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

129

A related question is whether non-bank
firms, such as retailers, check cashers, and noney
transmtters, should be permtted to establish
partnership arrangenents with a bank to provi de access
to Federal paynents for beneficial -- for benefit
reci pi ents.

Thi s has the advantage  of gi ving
i ndi viduals who are currently using these firns the
option to continue to do so if the Treasury's proposed
-- proposed rule would all ow such partnerships.

W believe that the proposal for
partnership arrangenents has nerit, but we nust insure
that all institutions providing financial services to
reci pients neet the sane high standards of safety and
soundness, and offer the same consuner protections that
are provided by depository institutions.

Therefore, we urge Treasury to regularly
review third party distributors to see how these
partnership arrangenents are wor ki ng.

In concl usion, EFT 99 presents nmany

chall enges. It wll fundanentally change the way we
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use the financial system

It is the beginning of the w de spread
conversion from a paper based financial systemto a
system based on el ectronics.

W believe the Treasury's proposed rule is
a reasonable and realistic approach to this nassive
undert aki ng.

Thank you.

M5. LANE: Thank you, M. Ogden. Ms. Yost?

MS. YOST: My nane is Brenda Yost. " m
Senior Vice President of Bank of Anmerica in San
Franci sco.

On behal f of Bank of America, | appreciate
the opportunity to present our conmments on the
i npl enentati on of EFT 99.

Bank of Anmerica strongly supports the
admnistration's effort to increase efficiency and
paynment processing by automati ng Governnent paynents.

For many years, Bank of Anmerica has tried
to bring banking services to a broader range of

custoners.
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W provide grants to many consuner
organi zations to train their local constituents on how
to use financial services.

W provide training as well as branch
servi ce, phone service, and ATMs in nultiple | anguages
to serve in our comunities.

In addition, we offer free and |ow cost
accounts to custoners. We understand what a huge
undertaking EFT 99 is, since in spite of our efforts,
and the other banks in California, there is still
estimated 10 to 20 percent of California househol ds who
are unbanked.

What 1'd like to do today is focus on two
out of -- what we consider -- are three parts of EFT
99.

Briefly going through those wth check
reci pients who have a deposit account, spending nore

time on those who don't, and in nmy witten testinony

you'll find some coments on vendor paynents, but |
think I'll skip those today, to | eave that going.
Onh the -- those customers who have
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accounts, and don't have direct deposit, and I
understand fromyour research, this is about 80 percent
of those peopl e receiving checks, hopefully this is the
easi er group to convert.

But we need to renenber that the
CGovernnent, as well as the financial industry has spent
the last 20 years trying to convert these people.

They' ve opted not to have their paynents
received electronically. Some of these are privacy
concerns, sonme of themare the liability of electronic
services, and the need to want and see that check.

We know, even on the day that social
security paynents conme in to our bank, that we have to
have on our phone service an announcenent that they've
arrived just to reduce the nunber of calls of people
calling to make sure the noney showed up

So we understand the concerns there, and
feel that it's going to take education to help these
peopl e convert.

We have a much higher acceptance rate at

t he bank than sone of the other institutions in the
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country.

Ei ghty percent of our social security
paynents are received electronically. And we think
this is driven by large anpbunts of commotions we've
done.

W have our tellers nmake an effort to sign
our custoner's. They have the ability to stanmp -- put
a stanmp on the back of the check and just have the
custoner sign it, and then we in the back room do al
of the work to sign them up

But | think that the final 20 percent is
going to be tough to convert from paper, and it's going
to take a very strong educational effort to do this, if
you're going to try to convert all of these people to
direct deposit by January of 1999.

However, | think, with the right resources
behind it, it can be done. Let nme talk a little bit
nmor e, though, about the other group.

Those that don't have an account today, and
you're trying to convert to direct deposit. It's

definitely a nore problematic group to work with, and
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you're estimating it at 10 mllion.

You have to convince themfirst to open an
account, and then sign up for direct deposit, and
that's kind of a two step process.

If you're a marketing person, it is nuch
harder to get custoners to do sonmething in two steps.
And you need to do this in 12 to 24 nonths, depending
on when you're going to open the account.

| think that -- the -- these people have
opted not to have an account. They've opted for a |ot
of reasons not to, and changing their mnds is going to
be a difficult obstacle to overcone.

Sonme of these may never want to have an
account, so we are supportive of the Governnent
permtting waivers to recipients who -- opening and
usi ng an account woul d be a burden.

Some recipients believe that current check
cashing options are costly, however -- or check account
options, I'msorry, are costly, however many financi al
institutions offer free and | ow cost accounts that are

cheaper than cashing a Governnent check and buying
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nmoney orders.

Local check cashers in California charge
10 to $15 to cash CGovernnent checks. At nobst of our
branches, we charge $5 or nore to cash CGovernnent
checks, and to pay bills, you additionally would have
the cost of a noney order.

W have -- we offer accounts that are | ess
than $5 a nonth, and sone free accounts, so | guess our
real question has been why, since it's a cheaper option
to have an account, have we not been able to convert
t hese people fromreceiving a check then cashing it?

| think it's because many of them don't
under stand how an account works, or how -- that it is
cheaper, or they have sone type of history with banks
in other countries that may be different than what we
experience here, and we may not address those issues.

To overcone this, and convert these peopl e,
| think that a nmassive educational canpaign will be
necessary, and | think that the grass roots
organi zations should be those people who work to

training the recipients, rather than the Governnent in
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financial institutions.

These are people they trust, and are in
their communities, and can help themdo that. |If the
Governnent w shes to convert the mpjority of check
recipients to direct deposit, we strongly feel that it
will be necessary to spend nore than $10 mllion over
a five year period nationw de.

So let me share ny exanple of this, and |
know sonme of you've heard this, but -- and -- how to do
an effective public education canpaign, and how costly
t hat may be.

California right now is the Public
Uilities Commssion is in the process of educating
consuners that we have the ability to choose our own
el ectric conpany.

And this canpaign they are spending $89
mllion in less than a year in just California to do
t his educati on.

Now, |'m not saying you need to spend the
$89 mllion, but I think that $10 mllion over five

years for the entire United States is definitely not
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adequate noney to fund the canpaign

| also believe that as financial services
i ndustry, we should be assisting in this effort, but
since you're the one saving the $100 mllion a year,
really think that the main part of the funding should
conme from Treasury.

We believe that it would best if everyone
had an account. | nean, we're a bank. W feel that
woul d be the best way.

We understand that's not going to happen,
and that some of the people will choose to have
wai vers, and other people will wait until the end and
see what the electronic transfer account |ooks |ike.

Qur belief is it should be a very basic
account that only permts electronic deposits and that
access to funds be |limted to ATMs or point of sale
| ocati ons.

If recipients want additional features,
t hey shoul d open an account at a financial institution
that is avail abl e today.

We woul d suggest that you mght want to
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[limt it to two cash wthdrawals a nonth, and the
reason we say this is limting the basic nunber of
withdrawals will |ower the price of the basic account.

And then for those people who want to do
addi tional transactions, they could pay for that, but
for those who want the |owest price account, this is
probably the best way to go.

Another way to limt the price would be to
elimnate the mailing of nonthly statements and all ow
clients to receive previous transaction data via the
phone.

Excuse ne. Experience with state EBT
prograns denonstrates the nunber of access points for
recipients to make purchases and obtain cash is an
i nportant issue for the ETA.

The financial institutions bidding for the
ETA account nust guarantee sone mninmal |evel of client
access.

To insure the majority of ATMs are
available to ETA account holders, the financial

institution who offers the ETA account nust pay the ATM
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owners the regular comercial rate per transaction.

Sone state EBT prograns could not provide
ATM access, because the vendor had underbid the cost of
the product, and then could not afford to pay regul ar
i nt erchange on ATM transacti ons.

As a result, the -- there are no ATMs
available to clients in those states. And if the
CGovernnent wants to provide adequate access points for
clients, it should not try to regul ate ATM conveni ence
fees for these accounts.

Wth the advent of optional ATM conveni ence
fees, over 30,000 new ATMs have been added in the U. S
in the | ast year and a hal f.

This is a 25 percent increase in |ocations.
In the past, placing an ATM at a | ow vol une | ocation
was not cost justified, but convenience fees now
encourage ATM owners to place machines at these
| ocati ons.

By remai ning silent on ATM conveni ence fees
for the ETA product, the Governnment wll not

di sadvant age ot her check recipients that currently have
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a deposit account at financial institutions, and pay
t hese fees.

Earlier testinmony stated that financial
institutions would receive a wndfall and float revenue
on these deposits.

And Page al so discussed this. The pilot
prograns actual ly show a generation of $.19 per account
per nonth.

This definitely does not cone close to
covering the value of the ETA account.

And finally, account providers nust have
the ability to close accounts that have been abused.
Wthout this ability, the price of ETA accounts would
i ncrease because banks wll have to build these
potential |losses into their pricing proposals.

|'"m going to skip ny part on the vendor
paynment, and you all can |look at that |ater.

In summary, |1'd like to say that Bank of
Anerica believes that EFT 99 is good public policy, and
we'll be glad to work wth the Governnent in

i npl enmenting these major changes to the delivery of
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financi al services.

M5. LANE: Thank you, Ms. Yost. M. Ball?

MR BALL: Good norning. M nane is Janes
Ball. |'m President of Fast Cash Incorporated. It's
a financial services firm located in San Jose,
Cal i fornia.

I'"'m also President of California Check
Cashers, and |I'm here today on behal f of the Nati onal
Check Cashers Association, of which I'ma nenber of the
Board and al so Secretary.

And just -- if anyone is looking at the
agenda, the National Check Cashers Association is
| ocated i n Washi ngton, D.C. and Hackensack, New Jersey,
rat her than San Hosen.

The check cashing industry has al ways been
able to adopt itself to neet the changi ng needs of our
custoners.

We were born, and we've been able to
succeed because we neet specific needs of our
custoners.

W provide a nunber of financial services,
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i ncl udi ng check cashing, noney orders, wire transfer.
And many of our check custoners -- check cashers al so
distribute public benefits paynents.

We accept utility paynents. W sel
t okens, do faxing. Qur custoners cone to us from a
variety -- cone to us for a variety of reasons, but we
found that nost of them conme because we're convenient,
we're secure, and we're friendly.

They know that we can -- that they can
receive from -- funds from us imrediately w thout
waiting for a paycheck to clear the banking system

They also know that they can buy noney
orders for a very low fee, and there'll be no bounced
checks to worry about with the attending cost of 15 to
$25 per check.

For this conveni ence service, we charge a
nodest transaction fee, which is comensurate with our
costs and a reasonabl e return.

The check cashing industry serve as many
i ndi vi dual s now receiving Federal paynents who cone to

our stores for the reasons |'ve stated.
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W want to continue to serve these
custoners after January, 1999, and are working hard to
devel op attractive alternatives.

Qur association is working with a Federal
steering conmttee to -- and we're in the final phases
of negotiation with major banks in the country.

This programis a product of nore than nine
months work in which we've been assisted by a
prestigious financial services consultant.

More than a dozen national conpani es have
responded to our RFI. They recognize that we have
i deal locations, and the wherewithal to provide top
not ch service.

Qur plan is to create a national network
linking all check cashers, so these custoners will have
a choice of locations for receiving their paynents.

This is an exciting devel opnent that we
expect will result in additional services for our
cust oners.

It has the potential to bring nore

financial services to individuals who currently do not
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have accounts at financial institutions, and may not be
aware of an array of financial services available to
t hem

This is an exanple of how our industry
adopts to customer needs. We appreciate that the
proposed regul ati on would not restrict our ability to
enter into partnerships wth depository institutions.

W urge the Departnment to pronulgate
regul ations allowng for the w dest range of choices
for recipients, and | think choice, here is the
operative word.

Check cashers are confident that we'll be
able to conplete -- <conpete successfully for our
custoners by providing value added services at a
conpetitive cost.

Sonme wi tnesses have expressed concern that
reci pients would be required to utilize check cashers
in order to receive their paynents.

We're not asking for any exclusive rights
to serve as conduits for these paynents. W sinply

want to be allowed to conpete for our custoners givVving
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t hem a choi ce.

They have chosen us over alternative
delivery systens in the past, and we hope to continue
to serve themin the future

In fact, a Roper's opinion survey conducted
several years ago show that two thirds of our custoners
al so mai ntai n checki ng accounts.

Sone individuals have al so questi oned our

f ees. I'd like to respond to that concern. W' ve
exercised a great deal of restraint -- restraint in
responding to the ill informed and unfair charges about
our fees.

The typical national fee for cashing a
payrol |l check, or a Government check is |less than two
per cent .

These are reasonable fees when one
considers that we provide personal service nust borrow
the funds from banks, and pay for arnored car service,
heat, rent and insurance.

Unlike a bank, we do not have our

custoners' noney on account. The point is that I|ike
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any business, the cost to the consunmer is the result of
the cost of delivering the service at a reasonable --

and get a reasonable return.

So to this, we'll also be the cost
paraneter for delivering electronic paynents. 1In the
13 states that we are regulated in, there -- we --

there is conpetition as well as in the states that
aren't regul at ed.

No check casher can charge above nmarket
rate and stay in business very |ong. In fact, in
regul ated states, the prevailing fees are below the
regul ated fee cap.

In fact, in California, we have a regul ated
fee cap of 3 percent, and the average, when our
association did a survey was approximately 1.95
per cent .

So even though we're allowed to charge 3
percent check cashers in California do not. e
anticipate, with regard to Federal paynents there wll
be significant conpetition not only for the ETA

accounts established by the Treasury, but al so by other
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noney servi ce busi nesses.

Check cashers fulfill in the community we
serve a definite need. Qur custoners appreciate our
service and continue to wutilize wus even when
alternatives exist.

The industry is dynamc. It has grown to
serve the evolving needs of our custoners. As we enter
the electronic age we're working hard to continue to
nmeet those needs.

And 1'd like to thank you all for allow ng
me tinme to speak. Thank you.

M5. LANE: Thank you, M. Ball. Questions
from our panelists?

MR, SHELTON: Yes.

M5. LANE: M. Shelton?

MR. SHELTON: |"m going to ask the sane
question here that | asked of the previous panel, and
asi de from education in noving people from checks to
el ectronic.

| want you to describe a nodel of services

t hat shoul d be provided to these people, specifically
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what that cost should be and it can be arranged, and
who shoul d pay for that.

And 1'd |i ke each of you since you' ve got
a broad group here. W've got a credit union, we've
got -- you're representing, M. QOgden, the ABA which
is all the banks.

We've got a specific bank here, and we've
got the check cashers. So I'd like each of you to
answer that, please.

MS. BAI NES: Now, | think one of the
significant things is matching the educator with the
group that they are educating, Latinos, age group,
cultural differences and so forth.

| -- 1 really see that the education
process is hands on. |If you give sonmeone sonething to
overconme their intimdation and their fear, then they
are nore likely to succeed.

Exanpl e, an ATM machine -- the unbanked
community are totally unfamliar with that, and they're
also really intimdated by it.

MR. SHELTON. Excuse ne, ma'am Maybe |
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didn't nmake nyself clear. | think you' re talking the
educati on.

| want to put that aside. | realize the
education is inportant, and that's a hurdle that we do
have to get over, which is a very |large hurdle.

But | wanted to deal with the specifics --
the cost of specific services that would be provided
under a nodel to the people that we're trying to nove
from checks to el ectronic funds.

So describe a nodel, what that cost shoul d
be, and then who should pay for it.

MS. BAI NES: Well, | think that there's
actually two areas. One you're dealing with the fixed
i ncome popul ation, and then the other, you're dealing
wth a transitory, such as AFDC, which is going to be
i npl emrented from-- to work.

| don't think the fees and the costs,
whether it be funded by Treasury or the financial
institution should be anynore than what check cashi ng
services presently cost -- charge them

So as a nodel, we woul d base sonme of their
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successes and adopt themin to financial institutions.
It is the nobst attractive to, of course, work in
partnership with them

So in answer to that question, the fee --
| think that financial institutions can take a certain
percent age of that.

But | do feel that Treasury is going to
have to be a little nore realistic in the expenses and
the cost of what has to be done.

But | think that they're a very good
busi ness exanple of success in creating nodels that
follow in partnership with them or duplication of
t hem

MR O&EN  Thank you. M. Shelton, let ne
gi ve you an exanple from our bank

MR SHELTON:. Sure.

MR. OGDEN:. (Qbviously we've been watching
and studying this whole -- whole EFT 99 issue closely.
W cash about a third of the checks in our county, and
when the Eagle flies on the 3rd, our |obbies fill up,

and we know -- and we know that the senior citizens are
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not going to be kind to us if we don't respond sone way
to the EFT 99.

| think that's true throughout the country.
We have -- we have introduced two types of accounts.
We call them D1, deposit 1, and deposit 2.

Deposit 2 turns out to be the nore popul ar
one. Basically, it's an electronic mail box that you
pay $3 for per nonth, and you can -- you conme to our
teller lines and withdrawal of your noney.

Cbviously this wll be an option to the
Cover nment ETA account, or to a waiver. W would |ike
to see our D-1 account be accepted.

"Il say frankly, there's -- there's little
interest in it right now, but it's basically an all
el ectroni c account.

For $2 a nmonth you can have your check
automatically deposited at the bank, and then you can
use the ATM card that cones with it at any of our ATMs
unlimted wthdrawal s.

There -- obviously you would incur a fee if

you went to a foreign ATM The other thing that |
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think is an inportant feature is our ATM card can be

used at a point of sale termnal.

And this really is the nodel, | think where
we're -- where we're going wwth all this. Last week,
believe it or not, | was shopping for groceries as |

sonetinmes do, at our |ocal super VWAl mart.

And as you conme up to the counter, you --
and pay for the goods and services that you have bought
there, you have many ways to tender paynent.

But one of themis sinply to present ny ATM
card, not -- all -- a debit -- it can be an offline
debit card as well, but just ny sinple ATM card from
the Britton and Koontz Bank, | can tender that, and run
it through their -- punch in ny pin nunber and pay for
t hose services.

And the key there, is | never cone to cash
wth this. It's safer, it's easy. Now what we're
proposing wth our D1 account is to try to get
consuners who are -- and | Ilike this word, cash
consuners, as opposed to unbanked -- cash consuners to

-- to realize the beauty of this.
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| think this type of nodel is being
encouraged by the EBT systens that are being introduced
by the various states and the |ike, but as you can see,
we're trying to come up with different options.

But as far as pricing and features, | think
you're going to see these below $5. They will give a
ot of flexibility on use at point of sale term nals,
and for ATMs wthin the banks' ATM famly.

MR SHELTON: Ms. Yost.

M5. YOST: | think that there are a | ot of
accounts today available, so, as | said in ny
testinony, | think the ETA should be pretty limted on
functionality, and have el ectronic deposits only.

Have ATM and point of sale access as the
out bound nethods, and to limt the cost, you should
[imt the nunber of ATMtransacti ons.

And ny recommendati on woul d be in the range
of two. And then allow them to have additional
transactions for an additional fee.

Al so, that statenents should be electronic

or by phone, as opposed to being nailed, which wll
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costs.

And also, we have sone problens wth
honel ess on where to send statenents. So that becones
anot her i ssue.

Onhthe price side, |'d say that it's really
a free market 1issue. | think it would differ by
markets in this country because it's -- you know, we're
in a nunber of states, and we don't charge the sane in
every state, because the market dictates what the
pricing scenarios | ook |ike.

But | would agree that it's probably
sonmewhere around the five or five dollar range
currently.

But | also think that the Governnent
shoul dn't be setting that price, but should see --

MR. SHELTON:  Should or should not?

M5. YOST: Shoul d not.

MR SHELTON:  Ckay.

M5. YOST: | think that they should put the
product out for bid and see what kind of bids they get

back on price.
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MR, SHELTON. M. Ball?

MR BALL: | -- | agree with Ms. Yost. |
-- |1 don't think the Governnent should be setting the
price.

| think froma practical point of viewl --
there are a couple of systens currently in place the
check cashers are using.

One of them | believe, is called Benefits
Express, and | believe the cost is around two doll ars.
And the -- and the way it works, is that the person
signs a formwhich then allows the bank to deliver --
the funds are delivered electronically to the bank.

The bank then downloads it into our
conputer. W can generate a check, and |I'm not using
the systemright now, but it -- it -- 1've signed up
for it.

The -- the check is then generated at the
store, and | believe the cost is somewhere around two
dol | ars.

There's a -- we then take that hard copy,

and we give them the papers. So we're still dealing
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with the paper system

We hand that paper system -- that paper
check to the custonmer, and the custoner at that point
can choose to cash it or can choose to, you know, take
it el sewhere.

And there's no cost by the check casher to
the custoner. The cost is sinply the cost that the

bank i nposes for acting as the internediary.

There -- the -- | spoke about a steering
commttee, and | believe they've arrived at a
concl usi on.

They' ve chosen a bank -- I"mnot sure if |
should say who it is -- a major national bank, but --

because | don't think it's been announced yet.

| just received a notice yesterday in ny
fax, and | believe the cost was sonewhere around $1.15
-- $1.15 to $1.20 --

MR. SHELTON. For transactions?

MR. BALL: For transaction, and that wll
be the national association -- that's -- that'll be the

-- the delivery system the national association is
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going to bat.

And hopefully, as a national, we can get
all the state check cashers to participate in that
delivery system so we have a unified delivery system
within the United States, which I -- | think would be
fairly cost efficient.

Now, as far as who's going to pay for it,
whet her the -- the recipient or the Governnent, | -- |
can't answer that.

| nmean, ideally, it would be a | ot easier
for us if the Governnment paid for it, because it's a
much easier sell, but, you know --

(Laughter.)

MR. SHELTON: | understand.

MR STAPLES: Sticking with finances for a
m nute, M. Ogden, you nentioned that in the Texas
pilot, nost -- nost people drew down nost of the noney
in the one paynent.

O course, that was one free withdrawal in
that programas well. You also nentioned that in your

own state, you had unlimted free wthdrawals.
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Did -- do you find that people --

MR. OGDEN. At our bank?

MR STAPLES: -- yeah, at your bank. Do --
do you find that people wthdraw nost in that first
w t hdrawal of the nonth under that scenario, too, or is
it spread out nore evenly?

MR. OGDEN: W are finding that they are
wi thdrawi ng all of their noney, because, you know this
-- this initiative -- we tal k about noving from checks
to electronic.

There -- there's also the issue of noving
froma cash basis econony to -- and ski pping the paper
based one, and going directly to the electronic, and |
-- | think that, you know, whether it's in Natchez,
M ssi ssippi, or Los Angeles, California, many of the
people that do not have bank accounts for whatever
reason are -- are operating in that cash base econony,
and it's going to be painful to change.

MR. STAPLES: Uh, huh.

MR OGEN But -- but let's just face it.

This is what a lot of this is about is, is -- is as --
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as the electronic age is -- arises, you -- you're
| eaving this cash based econony, and it changes the way
we handl e our noney.

Peopl e are very sensitive about those kind
of issues. And as a banker, | feel very much in the
mddle of all this, and it's going to be painful.

W're going to hear from many senior
citizens on the third of the nonth, and they're not
going to like changing, but we all recognize we're
going to have to.

Now, |et ne enphasize the waiver again, is

--is a--1 think a great idea. Many -- many people
that just cannot change wll -- wll have the
opportunity to -- to select a waiver.

And as anot her generation conmes al ong, we

will have the opportunity through the educational
programto -- to nmake the changes to get the -- get the
wor d out .

M5. STAPLES: Ms. Yost, you nentioned that
we have a form dable challenge in front of us for the

paper check to get them noved by the deadline.
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Have you had experience with our new quick
start program where the financial institutions are
signing up people directly, with us?

M5. YOST: Through the phone?

MR. STAPLES: Yeah.

M5. YOST: Yeah. W do that -- no.

MR. STAPLES: OCh -- no, electronically.

M5. YOST: Yeah. W're doing sonme of that
in the background.

MR STAPLES: Ckay.

M5. YOST: And so that's where -- to -- to
nmove people through our lines faster, what we've done
is, we have the stanp that we put on the back of the
check, the custonmer signs it, and then we can do the
el ectronic piece --

MR STAPLES: Ckay.

M5. YOST: -- on -- in our back room just
because it's faster for everybody.

M5. LANE: M. Yost, you nentioned a figure
of $89 million that the public utilities are spending

in the State of California.
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| " mjust curious, do you know nore about
t he breakdown of how that noney is being spent? For
exanpl e, do you know how nmuch of it m ght be going for

paid television advertising, which tends to be quite

expensi ve, | think?
M5. YOST: Yeah. | don't know that today,
but I will get that for you. One of the things,

t hough, they -- they've decided that because they have
a short tinme period, which is the sanme barrier you all

are going to have, to get the nessage out that that's
t he amount they need to spend in California.

And | know probably everyone in this room
got a direct mail package fromthemthis past week that
tal ks about options and what we can do.

M5. LANE: Thank you.

MR. HAMMOND: Followi ng up on that just a
little bit, is -- who -- is the Public Uility
Commi ssion paying the $89 mllion cost?

M5. YOST: Yes.

MR. HAMMOND: And they're doing that what

-- out of the fees that they charge the utilities,
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typically?

MS. YOST: Yes.

M5. LANE: O her questions?

MR. STAPLES: Yes. | -- | have a -- a
point for the record, since it was nmentioned that we're
going to save $100 mllion.

M5. LANE: Ckay.

MR STAPLES: It -- we don't save the $100
mllion. The tax payers saves the $100 nmillion.

(Laughter.

And since two thirds of it -- | have to
speak out on this one, since the social security trust
funds are at issue here, it's two thirds of the noney
we're tal king about in social security paynents is just
noney that Treasury doesn't draw down from soci al
security trust funds. So --

M5. YOST: But | also think the nore noney
you put into education on the front end, the --

MR STAPLES:. Sure.

M5. YOST: -- nore people you convert, and

the nore likely you wll --
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MR. STAPLES: Absol utely.

M5. YOST: -- be to achieve that goal

MR. STAPLES: You won't hear any argunent
from ne.

MR. HAMMOND: | wanted to follow up if |
could just very briefly with M. Ogden. You' ve nade a
comment that froml -- and | assune that this is from
t he standpoint of the ADA, that you' re very confortable
with the notion that there should be, you know,
partnerships, or that the flexibility in a voluntary
account relationship for a bank to partner wth
alternative outlets, or alternative financial service
providers is a good idea.

You then went on to say, though, that they
should be subject to high standards, and | was
wondering if you had any ideas or suggestions on how
you woul d go about kind of nonitoring a notion of high
standards in that kind of environment.

MR, OGDEN. Well, what | was referring to
there 1is, the protection being a depository

institution.
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| have been racking nmy brains trying to
think how these partnership arrangenents are really
going to work.

And I'"'mfrankly -- and nmaybe it's just ny
own limtations, but I'mat sonewhat of a |oss of how
all of these partner -- partner -- we talk about
partnering rel ationships, but how they're really going
to work in the final analysis.

And -- and we're not against that at all.
We're -- we're looking for solutions to this -- this
t hor ny probl em

But as we | ook for those solutions, | think
we, as bankers, are reluctant to see things get too far
out the depository -- outside of the depository system
where you have the FDI C i nsurance, where you have the
consuner protection regul ations.

MR. HAMVOND: Thank you.

MR, BRYANT: |'d like to say sonething to
t hat .

MR HAMMOND: Sure.

MR. BALL: There are certain states that
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conme under the State Banking Comm ssion, and, well, we
have had -- in fact, our California Check Cashers
Associ ation asked legislation that 1) put a cap on
fees, and 2) actually have as we -- | believe that we
need a register with this -- with a state regul atory
agency, and | can't renmenber which one it is, but I do
know there's -- | believe it's the -- the Departnent of

Justice, actually, we're fingerprinted.

And so, |I'm in conplete agreenent that
t here should be sonme kind of regulatory control. And
for those states that do have regulation, | -- | think

it would be fairly easy.

O course, I've said | think there are only
13 states in the union that do have that, but I'min
agreenent to that there should be sone kind of control.

MR.  OGDEN: One other point 1'd like to
have made in regard -- | thought the statistics shown
in the Treasury study that was done earlier this year,
the results that were released early this year, were
interesting in that they showed that the people that do

not have bank accounts, 60 percent of them cash their
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checks in banks today.

In other words, they see banks as -- as
their banks. They don't feel unbanked at all. Another
20 percent use grocery stores.

So 80 percent of the people out there are
comng to point of sale termnals, or to -- to the bank
teller lines already.

And | think that's a very significant
figure, and -- and it shows, again, that -- that the
banki ng industry is where a ot of the solutions are
going to have to ari se.

MR.  SHELTON: Changing direction just
slightly here, we've talked about how to get themto
sign up, or to go to electronic -- | haven't heard
anybody nention anyt hi ng about incentives.

And since the world kind of runs by

incentives, "buy gas at ny gas station, and I'll give
you sonmething -- or buy at ny store, and I'll give you
sonmething -- and cone to ny bank and 1'l|l give you a

free toaster, or used to be toasters."

It's plastic things nowadays, | think at

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

167

our banks. Have any of you thought about, or -- or do
you pursue the business, or would you want to pursue
the business, or it's not worth it to do incentives or
sonething like that to get these individual s?

O course, naybe the Governnent could do
sone incentives, too, | agree, and that would be your
first direction to point to the Governnent and say,
"You give themsonething to do it."

But 1"mgoing to ask for your side of it.

MR. OGDEN: Notice on ny D1 account that
it was a dollar cheaper than ny D-2 account. So that
was -- we were thinking incentives when we designed
that, trying to make it easy.

Al so, we -- we offered the accounts early,
t hi nki ng that nunber one, we wanted to not scare the
people, but -- but inform people that this is, you
know, change is comng, and here's a way for -- for you
to respond.

But beyond those incentives, | have not
t hought of any ot hers.

MS. BAI NES: Yes, we've explored, excuse
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me. We've explored a ot of possibilities. W're not
t hi nking of bringing just the incubation of all of this
-- all of us together here.

So, you know, a lot of it's just an
expl oratory adventure at this point, but because the
inportant issue is to have nore focus on saving the
consuner investing in your own life, your own self,
some of the possibilities as far as an incentive is
earni ng bonus points, in which it nmakes it possible for
us to buy Treasury bonds, and provide a Treasury bond
to -- to the client, or to the depositor.

So, I'd like to see it stay within the
framework where it just expands their know edge,
experience and education, and availability of financial
services in -- in the institution.

MS. YOST: We have a nunber of accounts
that have a di scount for direct deposit, so that would
carry over to these accounts as well.

MR, SHELTON. What | was thinking is, you
know, the Governnent ought to take our $100 mllion and

gi ve each one of those people $10 to cone in and sign
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up and stay on.

(Laughter.)

MR STQUT: | won't let that happen.

MR. SHELTON: You won't |et that happen?
MR. STOQUT: | don't think so.

MS.  YOST: Vell, you know, one of the

things on the el ectronic side when you' re marketing, if
you can get themto do things the first time, it's much
easier the second time, which is why, when we introduce
poi nt of sale service you saw a | ot of people getting
free soda or whatever the grocery store was offering.

And one they've done the transaction, then
they're nore likely to doit again. So it may be worth
the Governnent's effort to | ook at that.

MR, SHELTON: Well, 1've often thought
about it only because | know in the Departnment of
Veterans Affairs, for us to do a single nailer to al
of our check recipients, | think it costs us sonmewhere
bet ween 300 to $400,000, and | often said, "If | send
them the noney one tine to go sign up, |'d be through,

maybe if they would do it." So, anyway.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

170

MR,  OGDEN: W would be glad to pronote
t hat i dea.

(Laughter.)

MR SHELTON. Send you the noney and you' |l
do it, right?

MR.  OGDEN: Well, it is worth noting, |
t hi nk. And sonetines we nmay forget this but often
these are permanent shifts that are nade.

So it's not sonething that needs to be
advertised over just a few nonths. At | east our
experience is alnost every -- no one noves from
el ectroni c back to paper check.

MR. SHELTON: R ght.

MR, OGDEN. So, it's -- it's good for al
of use to keep that notion in mnd, as we invest here.

M5. LANE: Any other questions? Ckay. |'d
like to thank this panel. If 1 could have your
attention for just a nonent.

We're going to take a 45 mnute break for
l unch, and | have sonme suggestion on where you m ght

eat, because | know a |lot of places you wouldn't get
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out of there in 45 m nutes.

There's a place across the street called
the Breadwi nner in the Chase building. It's on G and.
They serve soup, sal ad and sandw ches.

There's also a Mexican restaurant called
Lily's which is right down the street fromhere. It's
across fromthe Breadwi nner in the Stillwell Hotel.

And then, finally, there's the Federal
Reserve Cafeteria that you are wel conme to use, although
you will have to pay cash

And the cafeteria -- no electronics, no.
| -- I"msorry to report, but the cafeteria is |ocated
on this floor.

You head back toward the el evators and then
j ust keep going, | think.

One point | need to nention. The -- the
Federal Reserve Public Affairs people have asked us to
mention this, is that everyone nust wear their badges
and have the badges visible at all tines.

And this is the only floor to which you

have access in this building. The guards wll be
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| ooking for these badges, and I -- | think the Federal
Reserve has been very kind to us, and -- and courteous
and very generous in setting this nmeeting up, So we can
accommodat e that request as our -- as their guests.

So if you would return at 1:15, if you're
com ng back for this -- the afternoon session. Thank
you.

(Wher eupon, at 12:30 p.m, a lunch recess

was taken, to reconvene at 1:15 p.m)
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(1:30 P. M)

M5. LANE: Let ne introduce Panel nunber 3.
Anne Mller, is a nenber of the AARP Board of
Di rectors.

Chancela Al-Mansour is wth the San
Fernando Val | ey Nei ghborhood Legal Servi ces.

Laura Fry is with the Legal A d Foundation
of Los Angel es.

And JimBliesner is with the San Diego Gty
County Rei nvestment Task Force.

We could begin with Ms. Ml er

M5. MLLER Good afternoon, nmenbers of the
Panel , guest Panelists, and nenbers of the audience.
Thank you on behalf of the Anmerican Association of
Retired Persons.

As you said, ny nane is Anne MIller, and
|''ma nmenber of the AARP Board of Directors. Today, |
want to comment on hardshi p waivers under EFT 99.

Hardshi p wai vers are essential to assuring
that many Federal benefit recipients wll not bear

additional <costs or burdens as a result of the
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requi renent that Federal benefits be received by
El ectroni ¢ Funds Transferred.

AARP' s interest in this nmandate stens from
the hardship it may i npose on nmany ol der persons, okay.
Especially those w thout bank accounts.

A bank account is essential to participate
in EFT. Nationally, some 20 mllion persons receive
their social security and their SSI paynents by check.

Sone 6.5 mllion of these do not have bank
accounts. The rest have accounts, but prefer checks
over direct deposit.

In California, |anguage barriers and | ow
educational attainnment, costs that showed serious
limtations for many persons over age 65.

Over a quarter mllion seniors have
difficulty with speaking English, and close to a
mllion have not conpl eted high school.

And whil e al nost 20 percent of California
seniors over age 65 are Hi spanic, Asian, Black or
Nati ve American, these groups conprise alnost one third

of persons over age 50.
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Moreover, this mnority proportion is
I ncreasi ng. VWile we don't know how many of these
persons are unbanked, it has been established by --
that | anguage difficulty, |ower educational |evel, and
mnority status increase the |ikelihood of being
unbanked.

AARP is therefore particularly concerned
about the adequacy of provisions in the final rule to:

1) Assist soci al security and SSI
beneficiaries who currently receive their benefits by
check to obtain waivers or sign up for Electronic Funds
Transfer.

2) Protect recipients frompayi ng excessive
fees and charges to obtain their benefits. And,

3) Inform and educate the diverse public
regardi ng the requirenents and worki ngs of EFT 99.

We are pleased to see the self certifying
wai vers for physical disability, geographic barriers,
and financial hardship has been incorporated into the
proposed rul e.

However, the Association was di sappoi nted
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by Treasury's decision to deny hardshi p wai vers based
on mnmental disability, low literacy or |anguage
barriers.

We strongly urge Treasury to reverse this
deci si on. Gven the wvulnerability of diverse
recipients who can be adversely affected by these
provi sions, especially older persons, it is essential
that the hardship waiver provisions have broad
application and be w dely publicized.

A report prepared for Treasury indicates
that nost check recipients are aware of the advantages
of direct deposit.

And the reasons why they may prefer checks
vary and depend on individual circunstances. The najor
concerns of recipients about direct deposit include,
uncertainty regarding whether when a paynent wll
arrive, problens accessing noney if an account is
frozen under sone dispute, such as divorce, and the
potential difficulty of resolving a problem if the
probl em does not arrive on schedule -- paynent, |I'm

sorry -- if the paynent does not arrive on schedul e.
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Probl ens al ways arrive on schedul e.
(Laughter.)

Al so, many ol der check recipients prefer a
tangi bl e paynent that they can personally nanage, while
others dislike the idea of witing checks or using
conputers to obtain cash

A key factor to note is that 48 percent of
all Federal recipients in the Treasury's study object
-- object to mandatory EFT.

Only 28 percent support it. Despite the
benefits that may result from Electronic Funds
Transfer, a considerable nunber of Federal paynent
benefit recipients wll still endure a hardship if
required to receive their paynent this way.

AARP | ooks forward to working with you to
inplenment this new law to neet the needs of all
concer ned.

And | -- this is just a brief presentation
of AARP's policy, and | think that you have the ful
testinmony within the copies | have for you.

And | think you, very nuch.
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M5. LANE: Thank you, Ms. Mller. M. Al-
Mansour ?

MS. AL- MANSOUR: Thank you. My nane is
Chancela Al -Mansour. |'man attorney with San Fer nando
Val | ey Nei ghborhood Legal Services.

San Fernando Valley Neighborhood Legal
Services I'll just call as Legal Services from now on,
commends the Treasury for requesting and includi ng our
views on these critical issues that affect our |ow
i ncome conmunities.

Legal Services is -- San Fernando Lega
Services is an agency which serves over 350,000 |ow
income individuals in large parts of Los Angeles
County.

Many of our residents reside in communities
where banking services are mnimal, or at best -- are
m ni mal at best, or non-existent.

As a result, as in many other parts of the
country, many of our clients have cone to rely on check
cashing outlets, often to their financial detrinent.

Wiile the cost of services provided by
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check cashers is regulated by law in California, these
costs are still exorbitant.

In addition, in some of -- in sone cases,
check cashers are flagrantly violating these |aws by
charging higher interest rates, inposing addition fees,
in store purchase requirenents, and offering
unregul ated pay day | oans and cash advances at interest
rates that far exceed the above limts.

But even though our clients are often
exploited by these check cashing outlets, these
busi nesses have managed to identify and neet our
clients' diverse needs for basic financial services.

For exanple, they tend to be w despread,
and conveniently | ocated, and nost offer extended hours
and noney orders -- oftentinmes at exorbitant fees, and
they al so provide opportunities for on-site paynent of
utilities and tel ephone services.

We ask that the Treasury exam ne not only
t he banking needs of recipients, but also the non-
banki ng needs of recipients, which include the -- the

provision of an ability to provide paynent for utility
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services while they're there for rent paynents and so
forth.

W share in principle the goal of the
Treasury to offer these mainstream banki ng services to
t he Federal benefits recipients.

However, we do feel that there should be
wi despread access to ATMs, and to the point of service
machi nes for conveni ent and affordable w thdrawal s.

In short, our major flaws are -- with the
proposed regul ations are as foll ows:

These regul ati ons exclude voluntary
accounts held by the majority of recipients affected.

The electronic transfer accounts do not
truly open up affordabl e mainstream banking services
for our clients.

The current regulations do not allow for
currently bank recipients to transfer to a new EFT
account .

The regul ations fail to nmeet our clients
special needs, particularly concerning geographic

accessibility, financial vulnerability and | anguage and
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literacy barriers.

The regul ations |lack a range of consuner
protections, and waivers on who nust EFTs beginning in
1999 are too narrow.

W ask that the Treasury consider the fact
that our clients' current access to financial services
and to regul ated and bonded financial institutions is
i nadequat e.

Right now, in the San Fernando Vall ey,
t here have been nerges of several |arge banks, and that
has created a -- a surge in the nunber of bank
cl osures.

In addition to the bank cl osures being an
issue, there is a shortage of public transportation in
the Vall ey.

Furthernore, the -- the Valley is -- has
extrene heat for several nonths during the year, naking
wal ki ng or waiting for a bus unbearable, or sonetines
deadly for our elderly and disabled clients.

Pocoima, which is where ny office is

located is, -- represents a mcrochasm of Los Angel es.
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It's a community of 81,000 residents, and it has the
hi ghest concentration of Ilow incone and mnority
persons in the San Fernando Vall ey.

However, for its 81,000 residents, Pocoim
only has one bank, and it has only had one bank for the
| ast 25 years.

A endal e Federal just recently nerged with
that one bank, which was currently -- which was
formerly Trans World Bank, and in the last year they
have opened the first and only ATMin Pocoi ma

That ATM has limted hours, and it's --
usually closes at 11 p.m at night because of security
reasons.

However, that just illustrates the |ack of
banki ng services in our -- in our area. W ask the
Treasury to consider our clients' special needs that

woul d prevent their mainstream access to financial

servi ces.

As | nentioned before, there is a need for
ATMs as well. Many of our elderly clients do not speak
English, and they may be functionally illiterate.
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There are al so other problens with ATMs as
well that we would |ike the Treasury to consider as --
in terms of the small font of the print, the
insufficient Iighting, the height of the screens, the
fact that if you are arthritic it may be difficult to
use the control buttons, and in addition to these
physi cal constraints, our elderly clients' |[|ack of
technological training may also inhibit the ATMSs
accessibility.

And we ask that the nost inportant thing is
that if you do contract with financial institutions
that you make N person -- N bank teller services
available to our clients at no cost, or at the very
| east, at a mniml cost.

Furthernore, ATMs provide a little privacy
and no security in Southern California. Unlike back
east, ATMs are on the street.

You -- they are not card only accessible
where you are in a secured area -- small area as they
are in New York and other parts of the east coast.

Here, all ATMs are on the street, and
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there's no security at all.

W also ask -- we also would Iike to point
out that these regulations are not consistent with the
stated goal of mainstream ng our clients.

The proposed regulations say that they
would i ke to nake certain that recipients have access
to their funds at a reasonabl e cost.

Wil e these protections do not apply to the
vol untary accounts, and that's an inportant fact.

Furthernore, we believe that -- that this
is an illegal narrowi ng of the statute's mandate that
all recipients in EFT be provided access to an account
at -- at a reasonabl e cost.

If that is the nandate, that all recipients
have the access to reasonable cost, then you have to
i nclude the voluntary accounts.

For recipients who are currently banked at
a non-regul ated financial institution, we ask that you
permt themto transfer to an EFT protected account
wth a-- with an approved financial institution or a
non-profit agency.
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The ETA of which I'm speaking is a full
servi ce bank account, and that's another thing.

W woul d |'i ke these ETAs to be full service
bank accounts, not just deposit only bank accounts in
whi ch only the Federal Governnment can nmake deposits,
but allow them to be the full banking services that
nost ot her custoners are able to enjoy.

W also wanted to state that these
regul ati ons do not go far enough in ensuring that the
bank accounts are affordable.

The Treasury's own denographic study found
that the greatest -- one of the greatest barriers for
this disserviced population is affordability.

Therefore it s inperative that the
requirenents related to reasonabl e costs be nuch nore
speci fic.

There should be no -- no extrenely
restricted service charges on these accounts. There
should be no charges in terns -- on the checking
accounts, and no charges for withdrawals or ATMs on the

poi nt of service machi nes.
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And al so, there should be no service charge
for people to be able to access their accounts by going
into a bank, especially given the special needs of many
el derly and di sabl ed persons.

The -- the question -- the Treasury asked
in sone of its -- sone of its questions whether or not
a debit card based account is desirable. Yes.

Legal services believe that a debit card
based account would be beneficial in expanding the
access to financial services.

However, free noney managenent training
shoul d be offered as it is often difficult to keep an
accounting of your noney spent wth debit card
accounts.

Furthernore, the provision of debit cards
should not replace the ability to access in person
teller services.

The Treasury asked if the count -- excuse
me, the cost of the account or other account factors
shoul d be the nost inportant factor for selecting the

account structure.
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Qur position is that while the cost should
be the nost inportant factor, other objectives have to
be t aken into account, such as geogr aphi c
accessibility, and community reinvestnent conmtnent.

At the sanme tinme the Treasury should be
broad in how it accesses the -- the cost of the
account .

Specifically, it should anal yze the cost of
servicing the account, and the cost associated with the
checking, and the cost also for withdrawal s at ATMs and
poi nt of service machi nes.

And one of the other questions that the
Treasury asks is, whether or not the account shoul d be
structured to provide only a basic wthdrawal service
at the lowest possible cost with additional service
charges, or should the account offer a range of
servi ces.

Qur position is that a free and
unrestricted withdrawal service is necessary, because
our clients are only using these nmachines to neet their

basi ¢ everyday needs.
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However, any additional service charges
should be reviewed for their financial viability. For
exanpl e, Bank of America charges two dollars if the ATM
user requests a copy of his or her bank statenent, even
if no wthdrawal is nade.

These charges should not be permtted for
t hese accounts. In addition, all such accounts should
be nonitored to insure that the financial institutions
adhere to such charging -- charge I[imtations.

The -- the person fromBank of America, who
spoke before this Panel, suggested then an alternative
to the banks providing -- sending nonthly statenents to
recipients to reflect the receipt of the -- of the EFT
paynment in their account, would be for themto access
their account through the phone custoner service.

Well, many elderly clients still have
rotary phones, and would not -- and if they did
actually use the service, they would have to speak with
the -- an actual person, and they would incur a $.50
char ge.

Furt hernore, Bank of Anerica' s phone renedy
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does not address the need for tangi ble proof, which is
what the problemis

One of the other things we woul d not want,
is for recipients to be charged for their w thdrawal s.
They shoul d have unlimted access to wthdrawals, and
t hey should al so have access to being able to see what
is happening to their accounts at all tines.

l'"'m just going to run down sone
recommendations. First of all, the -- a debit card for
use at any ATMor point of service machi ne be avail abl e
to the banking custoners, that -- that they -- there
shoul d be a maxi mum on their service charges on their
accounts and on their checking accounts, and on their
wi t hdr awal s.

There should be on access to -- on-site
access to affordabl e noney orders and opportunities to
pay for public services, and there should be an
optional electronic paynent to third parties, such as
l andl ords, utility services, as well as the free access
to the in person teller services.

One other inportant point is that the
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Treasury -- we feel that the Treasury is not using this
opportunity to -- opportunity exert its influence over
banking institutions in order to optimze the
reci pients' access to mainstream banki ng servi ces.

The EFT requirenent could present a viable
benefit for low incone people who have not
traditionally been able to afford or access bank
accounts and financial services, and bank institutions.

But the Treasury has to look at this
opportunity as an opportunity to facilitate the
devel opnent of initiative of -- excuse ne, innovative
| ow cost -- | ow cost neking accounts.

For exanple, the Treasury could play this
role by regulating the fee charges which currently
present barriers for the mllions of recipients who
remai n unbanked.

If not, the Treasury's goal of introducing
Federal benefit recipients to nmainstream banking
services would not be realized for its poorest
reci pi ents.

Once again, we ask that the Treasury
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Department require banking examners to nonitor the EFT
and the banking institutions for their specific
conpliance under the Community Rei nvestnent Act.

W ask that you only contract wi th banking
institutions that have high CRA perfornmance ratings,
and we ask that you apply the principles of this CRA
conpliance to those financial institutions that are not
hel d accountabl e under -- under its provisions because
they're too small.

Furthernore, we ask that -- that you | ook
at geographic accessibility. As well, that you | ook at
the financial vulnerability.

On that point, let ne just say that there
is -- we ask that there be a clear protection against
unl awful attachnents.

One of the nost serious barriers next to
affordability, against Federal recipients choosing to
open up a bank account, is the fear that a judgnent and
judgnent creditors will attach to these funds in their
bank accounts, even though such attachnments are clearly
illegal.
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For exanple, Federal Statutes governing
social security, SSI and Veterans' benefits clearly
prohibit attachnment of these benefits but any -- by any
third parties, but yet it happens all the tine.

W represent those clients where there are
attachnments to their bank accounts. So -- so we ask
that these regulations indicate up front that such
attachnments are clearly illegal, and provide a pronpt
error resolution procedure to deal with these unl awf ul
attachnent s.

We ask that there be a protection against
Governnmental error. For instance, if thereis a-- a
tardy -- if the Governnent is tardy in actually putting
the funds into the account, that the recipient should
not be penalized because they' ve made paynents relying
-- based on their reliance upon these accounts.

And we ask that you insure the
di ssem nation of accurate information and tinely
information to recipients.

And you could do this through comunity

organi zations that are already here, and we neet with
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our recipients.

Al so, we ask that you | ook at the Federal
Reserve Board's Regulation E, which affords a set of
rights and protections, and that you al so apply these
basi ¢ consunmer protections under the EFT program

And the last thing | wanted to tal k about
is the waivers. W find that the waivers are far too
narr ow.

The waivers that only go to the recipients
who -- I'Il just sunmarize the waivers by saying that
they're far too narrow, and that they have to be opened
up.

And in ny cooments, | state nore with the
wai vers. W especially feel that for recipients with
mental disabilities that -- that there should be

wai vers provided for those as well.

And also for those that -- based on
| anguage and -- and educational barriers.
I n conclusion, we ask that you -- we ask

that you regulate all these Federal bank accounts

established by recipients so that they paynents are
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routed to Federally regulated financial institutions
and unions, that you nmake these accounts geographically
accessible to -- to our recipients, that the bank
accounts remmin affordable, and that consuner
protections apply, and that the hardship waivers be
made avail able to a broader range of recipients.

Thank you, very nuch.

M5. LANE: Thank you, for your testinony.
Ms. Fry?

M5. FRY: Thank you for the opportunity to
coment on these regulations. EFT 99 is a conplicated
undertaking, and we comend you for the work you' ve
done in grappling with the issues.

There are real potential benefits in EFT,
especially the opportunity to bring those who wll use
fringe bankers into the mai nstream banki ng econony with
the services and protections that it offers.

In ny comments today, |'d like to focus on
two issues, access for SSI recipients to their
benefits, and protection of SSI recipients and their

benefits.
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First the issue of access, which includes
concerns about | anguage, nment al disability and
literacy, geography, and financial hardship.

For the first two points especially, it is
critical to consider that the accommbdati ons needed by
those who can function in a setting based on
i nterpersonal communi cations, but who won't be able to
function in a system that requires that nost
transactions go through nmachi nes.

First, language. In its analysis, Treasury
states that the lack of fluency is only a short --
English fluency is only a short termbarrier that can
be addressed through educational prograns, and through
ATMs that offer nultiple |anguages.

For California, and Los Angeles in
particular, this approach is inadequate. Nationally,
12 percent of those on SSI are inm grants.

I n Los Angel es, nore than 47 percent of the
case load is conposed of immgrants. Russian, Chinese,
Vi et nanmese, Korean and then Spani sh are the nost conmmon

| anguages, but only the tip of the iceberg.
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Many immgrants from Central and South
Aneri ca speak one of many indigenous | anguages. They
only know Spani sh when they learn it here.

Materials for nore than 20 | anguages woul d
pr obably be needed. At the not especially diverse
school down the street from ne, anong the 600 kids,
there are 22 primary | anguages.

Many reci pi ents have | earned enough Engli sh
to use ATMs, but sone, especially anong the elderly or
mentally disabled, who came here as refugees or
assyl ees, including a percentage who are U.S. citizens,
have not, and probably cannot.

Some are not literate in their own
| anguages. They have | earned to cash a check, and can
handl e paper noney.

But navigating the conplexities of an ATM
wth its decisiontry and anple opportunities for
m ssteps in a |anguage that you don't understand is
anot her matter.

Such recipients wll be vul nerabl e.

Repeated errors on the nmachine can cause it to eat the
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card, as sone of us know, or worse, yet, it can attract
the help of soneone who is abundantly hel pful,
especially when it cones to hel ping thenselves to sone
of your noney.

Even if an inpressive 30 |anguages were

avai l able at all ATMs and point of sale devices, sone

reci pients would still need an exenption from EFT if
it's very narrowy targeted on -- wth electronic
servi ces.

Therefore, both I|anguage -- lack of

| anguage fluency in any | anguage that's avail able, the
ATMs or point of sale devices in the imedi ate area,
and by that | nean a half mle radius, should be added
to Section 208.4(B) as reasons for obtaining waivers
from EFT paynents.

Simlar -- second and simlarly, for sone
with nmental disabilities and limted literacy, the
abstract concept of an account, |et al one the demands
of the machine, be it ATM or point of sale, are nore
t han they can nanage.

They, again, can cash a paper check and
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manage the paper noney, and can thereby remain

i ndependent .

Forcing them to function in an EFT
environnent will force them to give up hard won
i ndependence.

The response that such recipients should
sinply use a representative payee is wong on two
counts.

First, it is an inadequate response under
the ADA. Second, even nore urgently, nmany recipients
wll not be able to find such payees.

Al ready, many recipients who need them
cannot find them The potential for even nore people
to end up dependi ng on payees they do not know well,
and cannot necessarily trust, and who may be serving
wi th no supervision or accountability -- as paying for

a | arge nunber of people is a serious problem

To echo Congresswonman Waters -- you' ve got
me doing it -- be very generous -- be very generous
W th your waivers -- nore generous than you currently
are, and by that -- in the regulations, and in the
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granting of them-- the actual on the ground doi ng of
it.

Thi rd, regarding geography. More is needed
in the final regulations about the coverage Treasury
wWill require the institutions that it chooses for the
ETA accounts.

W whol eheartedly agree that only Federal ly
insured financial institutions should act as Treasury's
agents for the ETA account.

But the need remains for all possible
pressure to be brought to bear -- to increase the
availability of such services in our, of course,
comuni ties.

Under these regul ations as they stand, many
in poor communities wll either be denied benefits of
E -- EFT because of where they live, or worse, they
will be frightened into getting an account that is in
fact a constant physical hardship for themto access.

W believe that Treasury can and shoul d do
nore through the vehicle of EFT to help those living in

areas underserved by Federally insured financial
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i nstitutions.

Fourth, regarding financial hardship, we
appl aud Treasury for nmaking this waiver available. W
are concerned, though, that the regulations will in
fact | eave nmany open to harm

Now, only those who do not have an account
wll be allowed to have a waiver for financial
har dshi p.

Those who sign up for an account at the
urging of Treasury or of a bank or worse, possibly a
check casher who then charges them additional fees, but
find they're unable to afford it after a few nonths are
going to be stuck.

The won't be permtted to get a way to then
access the ETA accounts if that nmeets their needs nore
neatly -- nore -- nore efficiently -- nore cost
efficiently.

Treasury proposes neither to regulate the
accounts that people open voluntarily to conply with
EFT 99, nor to allow such recipients to swtch to an

ETA account if it better nmeets their needs.
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a bare

mninmum it nust do the second, that is neke the

regul ated ETA accounts wi dely avail abl e.

Failing to do so sinply puts too many poor

peopl e at ri sk.
Turning to protection, Treasury's
to place the ETA accounts at Federally

institutions is crucial.

deci si on

i nsur ed

It brings us back to geography, though. A

further step is necessary. Qur concern is that the

insured financial institutions as you' ve heard

al r eady,

w Il subcontract with uninsured, unregulated fringe

bankers that are located in the areas where they

provide -- where the mai nstream banks do not

servi ces.

provi de

Check cashing outlets are ready to help.

As others have told you in the | ast 10 years,
charged to cash social security checks have
percent .

Also a favorite product for their

t he fees

risen 37

captive

audience is the payday l|oan, currently offered at
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effective annual interest rates ranging from 261
percent to 1, 820 percent.

Already in LA, TANF, AFDC checks have
unfortunately, and we hope tenporarily, then route it
through the secondary and often exploitive banking
system

Treasury should not further the abuse by
handi ng over a second captive market. It should not
permt those hol ding ETA accounts, nor for that matter
any -- matter any institution holding accounts that
recipients voluntarily open to conply wth EFT
recipient -- requirenments to contract out its access
services to businesses of this nature, especially if
the recipients are charged a fee by the check casher on
top of the ETA account fees.

Benefits nmust be accessible through the
financial -- Federally insured financial institutions,
and not just through HUD drowni ng devi ces.

| f subcontracting is found to be absol utely
necessary, | would strongly urge you to nmake it very

short term very tightly controlled, and to not cost
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reci pients additional fees.

Second, regarding protections, Federal |aw
does protect, as Chancela said, against attachnent,
| evy garnishnent, other |egal processes.

However, many recipients are afraid that if
they put their noney in a bank account, a creditor wll
take it, judging by the cases they -- that we see,
they're right.

We're currently assisting an SSI recipient
who owed noney on a student loan for, by the way,
training in a vocational school that closed before she
could finish her course.

In this case, the bank responded to a | evy,
and gave all the noney in the woman's account to the
St udent Loan Conmi ssi on.

We've helped to recover the noney. She
very nearly becane honel ess. Last year, in the Central
Val l ey, another SSI recipient with direct deposit
checked her account one day, and discovered about 2,000
nore than she expected in it.

She went to the bank and spoke to the
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manager who assured her everything was okay. She spent

t he noney.

Thereafter, the bank discovered it had
deposited it -- another custoner's tax refund in her
account .

The bank solved its problemquite sinply.
It took all of the woman's SSI deposits for the next
t hree nont hs.

The bank, by the way, is the | argest bank
in the state which all Californians know by its
initials.

By the tinme she found | egal aid, this wonman
was al ready honeless and living in a shelter. W don't
know the end of the story, because before we coul d get
t he noney back for her, she di sappeared.

Banks do ignore the statutory protections.
Poor people don't have the luxury of tine. Its
regulations, and in any contracts regarding ETA
accounts, Treasury needs to make crystal clear that SS|
funds are not to be taken to satisfy creditors or to

correct a bank's own errors.
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Treasury's educational material should
informrecipients of these protections, and better yet,
there should be a prom se of a response from Treasury
to reports of violations.

This is a small but inportant part of
encouraging recipients to trust electronic transfer and
t he banks.

A final 1issue about protections. We're
concerned about the messages from Treasury, and marki ng
by the banks and ot hers around EFT 99.

Under the proposed rule, the protections
that Treasury does offer, it offers only to those who
get ETA accounts.

At the sanme tinme, Treasury's analysis
tel egraphs a desire for mnimal involvenent in the
busi ness of banking those w thout accounts.

W fear the conbination of two desires,
Treasury's for a snmaller nunber of ETA accounts, and
banks, not to be subject to the consuner protections
required for the ETA accounts.

Any educational and marketing materials
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must fully informrecipients that ETA accounts will be
avai | abl e and what potential benefits of those accounts
m ght be in conparison with the account that sonebody
right nowis telling themthey really -- really need.

Finally, Section 208.10 is very over broad.
Last but not |east, we recommend that it be w thdrawn.
The grandest of discretion permts an unfettered bypass
of the entire regul atory process.

To sunmarize the recommendations, and |
really haven't touched on, as others have, | -- |
support all the recomrendati ons on generous ATM access,
and access beyond ATMs.

But at a mninum the regul ati ons shoul d be
amended -- expanded to include -- the waiver should be
expanded to include those with limted fluency or
literacy -- literacy in English, nmental disability or
financial hardship, including those who have a bank
account .

Federal benefits paynents are to be
deposited only at Federally insured regul ated banks

where the recipients are guaranteed access to their
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money directly through financial institutions, as |
said earlier, any subcontracting arrangenents, short-
term while you get the rest of the people up and
runni ng.

The cost of the accounts are established
and maintained at reasonable levels, and Federally
established protections apply to all of the accounts
established to conply wth EFT.

Those hol di ng ETA or voluntary established
accounts are strictly prohibited from set off
attachnment |evy, and the Treasury shall nonitor and act
to rectify any violations.

And finally, Section 208.10 is del eted.

Thank you.

MS. LANE: Thank you for your testinony.
M. Bliesner?

MR. BLIESNER. Thank you for your -- your
consent to hold the hearings in -- on the west coast.
We appreciate the opportunity to speak to you.

M/ nane is JimBliesner. |I'mthe Director

of the San Diego Gty County Reinvestnent Task Force.
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The Task Force is a joint powers quasi public agency
established by the Gty and the County of San D ego,
chaired by a councilman, a nenber of the Board of
Supervi sors W th five banks, five comuni ty
organi zations, and three separate cities.

It's been in existence since 1977. One of
the issues that the Task Force has watched cl osely over
the last two or three years, and has devel oped an
opinion on is, electronic deposit of welfare checks.

The County of San Diego instituted an
el ectronic benefits transfer program over a year ago
for persons receiving general relief, and nore recently
for persons receiving aid for dependent children.

CGeneral relief was distributed from check
-- check cashing outlets, and AFDC was distributed to
bank accounts selected by the AFDC recipient as a
vol untary program

There are 47,827 persons receiving AFDC in
San Diego County. Twenty percent of those have
vol unteered over the last year and a half for direct

deposit.
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Ni nety-eight percent of those who are
involved with direct deposit are satisfied with their
deci sion according to a recent poll conducted by the
wel f are depart nent.

N nety-ei ght percent of users do not report
any problens. O those persons who used the service,
there is a high |l evel of satisfaction.

However, of those who do not wuse the
service, which is the magjority of all AFD recipients --
AFDC recipients, there is a lingering reluctance to
sign up and partici pate.

That reluctance persists in spite of
ongoi ng education, outreach, opportunities to sign up,
encouragenent by case workers, special milers,
displays in |obbies, outreach through the welfare
of fices, contact whenever there's a change in the
condition of their paynent.

They are again encouraged to sign up, but
the reluctance persists. The question is why, and does
the answer foretell future problenms for the Treasury

Departnent effort?
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The primary reason given is, |ack of access
to banking facilities. |In the case of AFDC, where the
famlies are |l ow incone and residency is in |l owincome
nei ghbor hoods, there is a dimnishing access to bank
br anches.

And it will continue. In San Diego |ow
i ncome communities, there has been a one third decrease
i n bank branches.

Mor e banks have closed in San D ego than in
San Francisco and Los Angel es conbi ned over the | ast
ei ght years.

| don't think this is a uni que phenonena.
| think there are other cities across the country that
are experiencing bank downsizing in the form of a
reduction of banking services in low incone
comuni ties.

This was exacerbated by the savings and
loan failure, but is continued to occur in the context
of mergers.

Do AFT recipients live in t hese

nei ghbor hoods, and wll their access be restricted as
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wel | ?

Has anyone examned the geographical
| ocati on of CGovernnent support check services? | think
you can map it.

| think it would be very easy to geo-code
it, and I think ny guess would be that you will find
nmost of those people wthin low and noderate incone
census tracts, where the highest reduction of banking
service i s occurring.

What shoul d be done to address this issue,
or maybe the assunption is that the recipients should
accommodate this deficiency and perhaps over two
generations, or perhaps through sone changes in
denographics, they will accommbdate to the process.

The second reason why AFDC recipients did
not sign up for the service is cost. There is -- we
surveyed of those persons participating, which banks do
they participate in, and what is the cost to the
cust oner ?

O course, there's a correl ation between

cost to the custoner, and the |evel of involvenment.
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The Jlower the cost, the higher the Ilevel of
participation in that individual bank accounts.

Sone banks do not charge for the service,
others do. The service can be, and it's our assunption
that the service can be provided at no cost.

The Treasury 1is providing the banking
i ndustry a huge anount of capital with this program
and the float on this capital is enough to insure that
all participating institutions can nake a profit on the
deposits w thout charging the custoner.

| wonder if you have surveyed, or if you
have received informati on about the potential earnings
that the banking industry is expecting, and what kind
-- what period of tinme do they expect to have this
noney, and what rate of return would they expect to get
on it over that period of tinme?

And to what extent does that conpensate for
the need to charge for these services?

| think the Task Force's experience is
al nost that you should be charging them to -- to

partici pate.
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A provision should be nmade that al
institutions receiving nore than a specified | evel of
accounts be required to provide the service free.

The third point it, it's been the position
of the Cty County Reinvestnent Task Force, and
particularly the community organizations that check
cashing outlets are not appropriate facilities for the
recei pt of electronic transfers of Governnent checks.

The potential for usurious rates for
services in these facilities is high. Check cashing
outlets are not regulated and insured institutionally.

In fact, the only relevant regulation
related to custoner services at check cashing outlets
nmust abi de by are Federal racketeering standards.

The -- the fornmer spokesperson from the
i ndustry who said that they were regulated, and
regulated by the Justice Departnent, was exactly
correct.

| strongly encourage you to have your | egal
counsel examne the history of this industry in the

United States, and our affiliation with undesirable
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menbers of the comunity.

| don't think it's somebody who you want to
be doing business with. It's our assessnment that check
cashing outlets are not contributing nmenbers of the
communities in which they do business.

Rat her, they are a part of the economc
drain to these communities, and contribute to comunity
crime by virtue of their rate structure, their facility
upkeep, and their conplete absence from any
constructive comunity efforts.

They shoul d not be allowed to participate
in any way with the electronic transfer program No

give of public funds should be received by this

i ndustry.

Thank you, very nuch.

MS. LANE: Thank you for your -- your
testinony. W'Il go to questions fromthe Panel, now.

VWho would like to be first?
MR, HAMVOND: ['I] take it.
M5. LANE: M. Hammond, okay.

MR HAMMOND: | always get to go first. No
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-- 1 just wanted to follow up on pretty much a
recurring theme in that | think all four of the
testi nmonies, which had to do with the expansion of the
wai vers, and particularly having to deal w th | anguage
and literacy.

And in particular, what 1'd like to foll ow

up is, is the issue really one of |anguage? 1Is it one

of literacy, or is it truly one of -- of both, because
| think one of the perspectives that -- that people
have seen in our -- in -- in our research may have to

do with literacy, and | was curious to see what your

observations are on that.

"1l throwit open to the -- the Panel.
M5. M LLER | think it has to do with
both, actually. And the -- the |anguage barrier

particularly in California is quite an issue.

O course, I'minterested nationally as the
AARP Director, but I'm really concerned about
California..

M5. FRY: | also think it's both. W are

dealing with a |l arge nunber of individuals, and so it's
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going to vary fromindividual to individual

| think both conponents are very strong.
In sone individuals both are present, on sone
i ndi vi dual s, one or the other.

So, what nore to say on that really.

MR BLIESNER | don't have data that woul d
speak to that issue.

MR.  HAMMOND: Do you want to ask? o
ahead.

M5. LEITER | just -- | was going to ask
well all three wonen on the panel, when -- when you
t al ked about broadeni ng the standards for the waiver,
you nentioned nental .

| just wanted to get an idea. Wuld you
consider the fact that it would be unlikely that the
elderly would be in a position to renenber a pin nunber
to access point of sale or ATM nachines that -- that
al one would then qualify, you know, for a waiver?

s that what you would envision that --
that type of thing?

MS. AL- MANSOUR: Actually, | address that
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on ny witten comments. Non -- not only is it -- not
only would there be a problem and not necessarily
remenbering the pin nunber, but it would al so increase
the vulnerability of that person in terns of security.

If they're standing in an outdoor ATM goi ng
t hrough their purse, looking for sonmething in -- in
witing, and trying to read it, it just increases the

anmount of tinme that they're on the street and

financially vulnerable -- | nean, excuse ne, personally
vul nerable at any -- for any attacks.
M5. FRY: | also believe that that shoul d

be included as, it could be characterized as nenta
di sability.

It could al so be a reason that you cannot
use this style of account and should not be forced to.

MR STAPLES. Ms. Fry?

MS. FRY: Yes.

MR. STAPLES: You nentioned waivers in a
slightly different context, and you just sort of nade
passing reference to, "and on the street"” neaning, |

t hi nk, how we --
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MS. FRY: Yes

MR. STAPLES: -- get the waiver
adm ni st er ed.

M5. FRY: Yes.

MR, STAPLES: Do you have any thoughts for
us on how you think that should best be done?

M. FRY: Wll, | -- |1 amglad to see there
is self certification, and ny concern is that as it
happens in the individual offices, if sonebody is
taking an application that there mght be pressure, "Ch
no, you really can manage this, can't you?"

| -- you know, |I'm concerned partly as a
training issue for the individual agencies that this is
what it nmeans.

| f soneone says, "I can't doit." That's
the end of the point.

MR. STAPLES: Ch, huh.

M5. FRY: kay.

MR. STAPLES: kay. Anot her subj ect.
Attachnments has come up in this testinony, and in

earlier testinony as well.
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Wiile |'mnot expert onit, ny -- ny nenory
of this one is that the attachnents frequently occur
when the source of funds is sonething in addition to
the social security in our case, or SSI, otherwse it
woul d be erroneous attachnents.

Now, having said that, the ETA account
could be limted to the Federal paynents going into it
in the form of SSA or SSI, or whatever the program
m ght be.

O it could be opened so that other funds
coul d be deposited to the account. Do you have views
on that, vis a vis your comrents and concerns about
attachnment s?

M5. AL-MANSOUR | think that the present
constant to the limtation of the accounts suggest the
EFT deposits, and the problemw th that is that, once
again, the Treasury goal is to help people becone nore
financially secure, and so forth.

It would be difficult for themto receive
ot her deposits if they, you know, so chose to do -- to

do so.
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But there -- there would be the problem
there that there could be the attachnments placed on the
account, and it woul d nmake them nore vul nerabl e.

That -- that is true. And once again,
these attachnents are illegal, and that's why what |
asked is that that be a clear statenent that you send
that nessage out to the financial institutions so that
the problens -- | nmean, not only is it a problemwth
third parties going in and trying to attach these
accounts, but when the financial institutions which
contract with you do sonething that's illegal, then
that's sonmething that should be rectified, and
i mredi ately proactively.

MS. LANE: On nonent . Yeah, we need to
change the tape? Ckay. |If we could just take a short
br eak.

(Whereupon, at 2:14 p.m, a brief recess
was taken.)

MS. LANE: Ms. Fry.

M5. FRY: Yeah, | would encourage all ow ng

deposit of other funds. | nean to the extent you can
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encourage savings anongst -- especially anong, you
know, ny population being the very |owest of |ow
inconme, | think that you should do it.

At the sanme tine, vyou know, these
attachnent problens that |'m tal king about are not
necessarily attaching anything except the clearly
protected funds.

So | do think there does need to be nore
done in policing that.

MR. STAPLES: Well, there are obviously
going to be errors.

M5. FRY: Yeah. There can be errors, and
the problemis that the tine it takes to fix that error
is too long, and this is an opportunity to say it.

MR. STAPLES. The reason | was asking the
question, I -- 1 don't know if you were here for the
i ntroductions this norning.

"' m W th t he Soci al Security
Adm ni stration, so -- and the attachnents issue is one
t hat we encounter today.

M5. FRY: Uh, huh.
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MR. STAPLES: You don't need to have
el ectronic things to get into the attachnments issue.

MS. FRY: Right.

MR STAPLES: But this was an opportunity,
if one wanted to go that way, under this program to
restrict the account in such a way that it be easy to
identify.

M5. FRY: Yeah. There -- you're going to
have records about, you know - -

MR. STAPLES: Right.

M5. FRY: -- how much has conme in and how
much has gone out.

MR. STAPLES: Uh, huh. Ckay.

MR, SHELTON. So that | can | guess get a
matter of record here, and may sone understandi ng of
education for nyself, you talk about people cannot
comuni cate, they're illiterate, or the |anguage
barrier because of the diverse society, and so on,
could you make it a matter of how do they function now?

Because they're in normal everyday life,

besi des the things we're tal king about here. Changes
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cone about and so on.

So how do they go about functioning and --
and doing the things that are every day life issues
now?

IVS. FRY: | nt er per sonal action --
i nterpersonal interactions, comunications, depending
on friends, relatives.

Sonetinmes those who are paid to take care
of you and that unfortunately is an area of abuse at
times.

So forcing -- cutting of f t hose
comuni cations is really putting a burden on people.
Now they're -- they're dependent for yet another step.

| nmean, they may al ready be dependent on
sonebody who takes them around, and then they have a
rel ati onship with sonebody in the nei ghborhood who w Il
hel p them cash a check, do all of these things.

|'"'m not saying this is ideal, but it is
wor ki ng. | think Maxine Waters really did make the
poi nt wel | .

These peopl e have figured out a way to do
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things. If it works for them and you know, don't nake
t hem be the ones who pay for your need to save sone
nmoney on this.

You know, this -- this population really
should be left alone and to slowy maybe partly as --
as the younger generation grows into this, there --
sonme of these -- these resistances wll |ower.

MR, SHELTON: Ms. Al -Mansour.

M5. AL-MANSOQUR There's also a quality of
life issue here. For a lot of our elderly, because
we' ve gotten nore into a technol ogi cal area, you don't
have the mail man, the postal deliver won't be com ng as
often, and so forth, they have very little contact with
-- with people and society.

Their children nove away and so forth. |If
they are forced to use a nmachine, and to access only a
machine, it nost definitely would al so be a detrinent
to their quality of life as well.

MR.  SHELTON: What about processing the
wai ver itself?

M5. AL- MANSOUR: You nean in terns of
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procedures, or?

MR SHELTON. | guess they're going to get
a piece of paper, they're going to get sonething to
say, "This is what's going to happen to you, and do you
want to waive it?"

Are they going to be capabl e of doing that,

or able to do that? | don't know, |'mjust.
M5. FRY: |'m hoping that the educational
materials the Treasury sends out will be top notch,

first rate, appropriate literacy levels --

MR. SHELTON: |'msure they wll.

M5. FRY: [I'mcounting on it, and -- and
that there will be lots of community educati on.

MR. SHELTON: Ckay.

M5. AL- MANSOUR We work together.

MR. SHELTON: Yes, | see that.

MS. AL- MANSOUR: But -- but also the
community based organizations be given appropriate
funding as well, whether it's asking for additiona
appropriations from Congress, or whatever, so that

organi zations that are here, and that have -- are going
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to be following us will be provided the funds that they

need in order to support the conmunities that they

serve.

MR. SHELTON:  Uh, huh.

M5. MLLER Well, | can tell you that AARP
is al ready gearing up, and when we do know the -- the
rules -- the final rule, we wll then have strategy

pl ans to hel p address this.

But we are definitely gearing up at this
point particularly at the education |evel.

M5. LANE: M. Al -Mnsour, you talked a --
a bit about the ETA account, and you nentioned that you
t hought it should be full service, and that cost was a
nost i nportant factor.

One of the things we've heard from ot her
wWtnesses is that the nore features you add to the
account, the nore likely it wll cost.

So what -- what would you say if you had to
strike a bal ance there? Wat -- what would you do? |Is
it inportant to keep that cost down low, and if so,

what features would you say m ght be optional ?
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M5. AL- MVANSOUR:  Well, | think that sone of
the costs are -- are fictitious costs, as JimBliesner
sai d.

The banks will be nmaki ng some noney on the
fl oat. And |ike the exanple | raised with Bank of
Anerica, where if you just want to get a paper
accounting of -- of what's in your account, it costs
two dollars to do that if you re not w thdraw ng noney.

| nmean it doesn't nmake sense that it would
cost two dollars just to go to an ATMand to get a --
a slip showng what's in -- in your account, or cost
four dollars if you want to go inside and -- and
actually speak to a teller as opposed to using, you
know t he ATM machi ne.

So, | guess | would question that --

M5. LANE: You're saying that you question
sonme of the costs.

M5. AL- MANSOUR  Exactly. Exactly.

MR. SHELTON: |"m going to follow up on
t hat question, going back to, if you were here earlier

ny nodel questions -- the nodel and the cost and so on,
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particularly you, M. Al -Mnsour, is that you said
"Keep the costs affordable,” but everything you listed,
all the services you listed you said should be free.

| got alittle confused of what's free and
what's affordable, so could you build that nodel for ne
of saying, what would be the services of the nodel, and
what do you think it should cost.

M5. MLLER | don't think I can do that
for you, but | certainly --

MR,  SHELTON: -- I'"m sorry, | was
addressing Ms. Al - Mansour.

MS.  AL- MANSOUR: Al - Mansour, thank you.
Al though if you want to --

MR. SHELTON: You can try it, too. I'll

ask all of you.

M5. MLLER | haven't got the answer to
t hat .

MR SHELTON: Well, in particular, she had
so much in her testinony about the cost, and -- and

what should be free and what shouldn't, you know,

shoul d be affordabl e.
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| wasn't clear where the definition was.

M5. AL-MANSOUR Well, definitely -- okay,
when you | ook at checking services, | can see how there
is nore of a cost that a bank would i ncur in providing
checks.

However, they should do a m ni mum nunber of
-- of checks that people can -- can actually draft.
The sane thing with -- w thdrawal s.

There should be a mninmum nunber of
wi t hdrawal s that people can do at a -- free. | guess
what |'msaying is, yes, we are asking for a lot, in
maybe the bankers' opinion, in ternms of what they
provide, but the bottomline is, is that before there's
actually the study done to show, as Jim Bliesner said,
exactly how nmuch noney they will be receiving, and
through this and through the floats and everything
el se, then they should not be allowed to financially
benefit at the detrinment of the clients.

Because, essentially, the noney is being
taken fromthem-- fromtheir limted source that they

al ready have.
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So only once, you know, the studies are
done, and so forth, should I think -- it should be
determned all these -- these costs are too -- too high
and so forth -- excuse ne, too high for the banks to
i ncur.

But we should -- the bottomline is, the
reci pient should not be the ones who are put at a
detrinent because the banks and these other third party
check cashers and so forth are -- are profiting at

their | oss.

MR, SHELTON. How woul d you --

M5. FRY: | think Ms. Fry has a --

MR. SHELTON: Oh, excuse ne. Co ahead.

M5. FRY: 1'd actually like to just say two
t hi ngs. | think some of the testinony has drawn
conparisons between EBT state experiences in

di stributing TANIF funds and social security SSI.

Keep in mnd that SSI and social security
especially recipients are going to be receiving nore
noney.

There's nore noney to be nade of f of these
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accounts by the bankers. Also, I'msorry, I'mlosing
ny train of thought, but | would concur also that there
need to be a m ni rum nunber of transactions.

If you're not -- are not going to all ow any
checks, you've got to keep in mnd, how are people
going to pay their rent?

That's going to be a sizeable portion. |If
your ATM or whatever your wthdrawal devise is |limted
to 200 or $300, how do you pay your 500 or 600 or $700
rent?

You probably can't have 700 or even $600
rent on these fund levels, but these are things you
need to keep in mnd too.

MR SHELTON: R ght. How -- how do you --
oh, excuse nme. Go ahead.

MR BLIESNER | belong to a credit union,
and | don't pay any costs on ny checking account.
have unlimted free withdrawal fromny ATMs, and | have
an in-house ID systemthat allows ne to go to present
a credit cart, or I mean the credit union card for ny
identity.
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Why shoul dn't these recipients be treated
|i ke anyone else in our society, that they are a
banki ng customer, and that the bank uses their noney,
and they should be afforded those -- that |evel of
service for -- for free.

MR, SHELTON. Uh, huh.

MR. BLIESNER By virtue of the fact that
t hey have signed up, and the bank knows every single
month that a check's going to be comng from the
Federal Covernnent, you can make noney off of guarantee
recei pt of noney fromthe Federal Governnent.

| mean, you can -- you can buy bonds. You
can nmake expenditures in secondary markets based upon
arelative degree of certainty that you're -- that that
check is going to be comng fromthe Federal Governnent
every nonth into that ATM-- into that account.

That is security -- long term access to
those funds. So in our opinion, that they should have
-- they should be in bank I D systens.

W find that with for -- with inmmgrant

popul ati ons t hat t he process of attaining
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identification, you know, credit cards, |icenses, so on
and so forth, is cunbersone, and sone of themdon't get
around to it, particularly the ol der ones.

That they should be able to -- when they
establish the account, | think Union Bank has a program
where they have an in house process for checking the
background of the person, giving thema Union Bank ID
card that allows them to access the services at the
bank.

MR. SHELTON: How do you -- |'m talking
about bal ance for a mnute. How do you bal ance, bring
a bal ance to those people who are not signed up, versus
t hose that have been brave enough to sign up, yet the
individuals, let's say, are in the sanme economc
condi ti ons.

They receive approxi mately the sane anount
of noney, have the sane econom c benefits as -- in both
groups, but we're giving sonething to those that have
it and not to the others -- what -- do you have any
suggestions for that, because | worry about those brave

peopl e that did already sign up
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M5. AL- MANSOUR My suggestion is that when
you contract with financial institutions, particularly
-- especially the larger ones to take these -- the
unbanked recipients, that you put |anguage in the
contract so that the sanme benefits be applied
retroactively for those recipients that are also
currently banked with that financial institution.

MR. SHELTON:  Ckay.

M5. FRY: And you al so | eave themthe hatch
that | asked for, that if their account isn't working,
fees have gone up, the banks nerged, things aren't what
they used to be --

MR. SHELTON: Then get out.

M5. FRY: -- then get out.

MR SHELTON: Unh, huh. Ckay. That's all I

have.
M5. LANE: Any other questions from-- Ton®
MR STAPLES: This is for M. Bliesner. |
was wondering, | wanted to follow up a little bit on

your experience wth the San D ego EFT program and the

very |low | evel of acceptance.
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And | was wondering how nmuch of that you
would attribute to the fact that, especially for
wel fare benefits, and -- and TANIF in particular, that
that may be nore of a transitory paynent, and where
soneone is looking at only receiving it for alimted
period of time, as opposed to sonething |like socia
security, which is, you know, extended out through the
natural life of the individual

Wul d you -- would you think that there's
-- there's a conponent of that in the | ow acceptance?

MR. BLIESNER  Yes, definitely. | don't
have -- the survey didn't ask that question, but off
hand, based wupon interviews wth the Wlfare
Departnent, | would say that definitely has an inpact.

There's -- and | think they could -- they
could justify a correlation between permanence of
recei pt and volune of participation in the vol unteer
program

| nean sone people just don't think they're
going to be on the AFDC very long, so they say, "Wll,

|"mnot going to get involved with that."
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Sone of them expect to be there for a
while, and | think we can find a correlation there.

MR, STAPLES: Thank you, very much. On --
in that program |'ve heard a |lot nention of the fact
that people tend to think that there's lots of float in
t he systemgi ven the nunbers of social security benefit
reci pi ents.

Did they do any -- did you do any studies
in that particular program about how qui ckly the noney
went in and went out in ternms of float gain?

MR. BLIESNER Wl --

MR. STAPLES: | nmean you had nentioned
sonet hi ng about you think that they -- the banks ought
to pay themto have an account because they're making
so much noney, and I -- | was just -- because we did --
we have a -- had a pilot programin the state of Texas,
where we had |ike over there a several year period, 30
sone thousand peopl e using an account very simlar to
what, you know, you're talking about.

And the float aspects of that account were

like $.19 per nonth per recipient, and | was just
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wondering if -- if sone are -- there are results out of
our pilot program in Texas differ in sone way,
particularly in even Don's point about the transient
nature of that -- that particular kind of account
rel ati onship.

So you didn't do any studies on that?

MR BLIESNER | -- | don't have -- it's a
bank information access to nake the judgnent in terns
of an internal analysis of how |long people take to
spend the noney.

MR. STAPLES: Right.

MR. BLIESNER W -- we find that on AFDC
checks that -- that there's roughly between 45 and 55
percent where the noney is in the account for |onger
t han one week.

That you get the rent and the utilities,
and it conmes out increnmentally, depending upon what
their relationship with the bank is.

We al so found that one third --

MR. STAPLES: Do you have statistics on

t hat ?
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MR. BLI ESNER:  Par don?

MR. STAPLES: Do you have statistics on
that that you could rel ease, or --

MR, BLI ESNER: |'"'m paraphrasing the
information from-- that | have back in the office.
can --

MR STAPLES: kay. |If there is sonething
you can share afterwards, |'d appreciate it.

MR. BLI ESNER  Ckay.

MR, STAPLES: Because we have many studies
of floats going on, and |'m curious about your --

MR. BLIESNER: Do you?

MR.  STAPLES: -- experience mght have
been.

MR BLIESNER  Uh, huh. W found al so that

of those persons who don't participate, that the place

that they cash their checks, in order -- were banks,

check cashing outlets, and stores -- grocery stores.
One third in -- in grocery stores. And so

-- the -- the debit card system in that kind of a

situation m ght have sone nerit.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

239

MR. STOUT: I'd like to ask a question
about one part of the population that we tend not to
focus on. And | understand why, because the unbanked
community will be probably the nost difficult to try
and provide a solution here.

But | just think there is as big a
popul ati on as the unbanked that we need to work with
between now and January 1, 1999. This is those
i ndi vi dual s who receive a check but currently have an
ongoing relationship with a financial institution.

They have checki ng accounts. They -- they
now deal in -- in that kind of world, yet continue to
receive a check

| was wondering whether or not you m ght
have experiences in what issues we mght need to
address to try to nove these people, who are already
eligible for direct deposit, and have that banking
rel ati onshi ps already, into direct deposit.

M5. MLLER | know that as far as AARP is
concerned, we would Iike themto have choi ces, and that

woul d answer that as far as we're concer ned.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

240

MR. BLIESNER  Qur experience in ternms of
getting people to sign up, we -- we have worked with
the banks in the bank branches in the |ow incone
nei ghbor hoods where the predom nant nunber  of
recipients are, and people tend to trust their
interaction with a bank person.

And so we have asked the comunity
rei nvestnment personnel to do trainings with tellers
that they can automatically identify a particular
person who's coming in to cash a Governnent check

They can say, "Do you know that we have
this account available for you, and it costs, so on and
so forth."

That -- that interaction seens to have a
hi gh incidence of sign up for new recipients.

M5. LANE: Ckay. Thank you very nuch for
testifying. W'Il have a very brief change of Panel
break here.

Thank you.

(Whereupon, at 2:35 p.m, a brief recess

was taken.)
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MS. LANE: Okay. Let's get started with
Panel nunber 4. 1'mgoing to introduce the Panel, and
you' Il notice if you have an agenda fromthis norning,
t here have been sone changes.

First testifying will be Jerry Doyle, the
Departnent of Community Action. Fol |l owed by Tessa
Carmen De Roy from Communities for Accountable
Rei nvest ment .

Then a change, Selwyn Wiitehead, who is
with the Economc Enpowernent Foundation. And
testifying last will be Constance Botelho with the
California Reinvestnment Commttee.

M. Doyl e.

MR. DOYLE: Thank you, very nmuch. It's a
pl easure to be here this afternoon to be able to give
this testinony.

| started with thank, and | want to
apol ogi ze because | have to | eave as soon as | finish
in order to catch a train, because it's a long walk
hone.

And | wanted to also start off by telling
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you t hat I am representing t hree di fferent
or gani zati ons today.

My own, which is the Riverside County
Department of Community Action, the Amador Tuwal a
Communi ty Action Agency, which is a two county agency
up in northern California.

And then the Association which represents
all community action agencies, Cal-Neva. Each of those
agenci es have asked ne to read their statenent, too.

| " m going to conbine the two. | want to
start off by nentioning the fact that one of the -- one
of the problens that | have with this, and | do not
proclaimto be a -- an expert in -- in this, or much of
anything else for that matter, but yesterday | attended
a teleconference from HUD, Housing and Comunity
Devel opnent .

And during that tel econference, they gave
us an 800 nunber that anyone in the United States could
call, and they could get instant help no matter where
they're at fromHUD, that they would get direction as

to where to go. Geat concept.
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About an hour after | returned to ny office
in Rverside, | got a call fromWshington. A reporter
t here who happens to work for ny | ocal paper, fromthe
paper in ny area.

He said, "Have you called that nunber?"

And | said, "No." And he said, "Well would you do it

for me?"

Vel |, | have a sense of hunor so | call ed.
And it was -- the reason | say | have a sense of hunor,
because it -- it kind of amused ne that | would do a

think Iike that.

| called, and | didn't identify nyself. |
don't think it would have nade any difference. | told
them| was from Ri versi de.

"Well, where's that?"

"Well, it's in California."

"Well, we know where California is at, but
where is Riverside? Wuat county is it in?"

"Well, it's in Riverside."

"Where was that being | ocated at?"

"Well, it's between San Bernardi no County
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and Orange County, and LA County, and it's north of

Enprio County."

"Wll, we can't locate it. Don't have any
assets all."

Now you know, the funny thing of it is, the
reason | have a little bit of -- of difficulty in
dealing with sone of the things that -- that are

created elsewhere without a real know edge of what
California is like, is that we have 12 prograns that
HUD supports.

W have two major grants fromHUD, and they
shoul d have known where R verside County was, because
we have their prograns going there.

But they referred instead, to San D ego
Country. And -- and I, again, | thought that was kind
of hunor ous.

The other thing that | wanted to address,
which is off the -- the notes, that had to do with a
gentleman from San Diego, the comments that he nade
earlier in relationship to the check cashing.

The experience that |['ve had, and no
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per sonal experience, never had a check cashed at one of
t hose pl aces.

However, the clients that | deal with, and
we deal with nothing but |owincone people, honeless,
| ow i ncone people, just folks in that category, the
experience that | have is from anecdotal information
they gave ne telling nme that they were charged anywhere
from20 to 30 percent to cash their checks.

And | said, "Well, why would you do a thing
like that? Wy wouldn't you go sonepl ace el se?"

"Because | needed to get the check cashed.™

And that's -- | -- | sort of amechoing the
-- the statenent that the gentleman nade earlier in
relationship to, | think you need to check very
carefully before you becone associated in that
particul ar area.

Then 1'lIl switch directly to sonme of the
information that was provided to ne by Amador Tuwal a
County.

The Amador Tuwal a County Community Action

Agency, thanks the Departnent, as we all do, and they
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-- they want to commend the Treasury for bringing the
goal of the unbanked -- for the goal of bringing the
unbanked, which is nost often the low income and
elderly into the banking system

However, as an organi zation with over 16
years of experience in working with [ ow incone elderly,
and ot her unbanked popul ations, they feel that there's
sonme serious concerns regarding the inplenentation.

They had -- have had a problemthere with
banks. They have had difficulty in keeping banks in
their -- because they're a small community by the fact
that they're two counties banded together under one
community action agency should tell you they're very
smal | .

And they had a very difficult tinme, and
only with a great deal of effort were they able to
mai ntain a single bank in the area. The cl oses bank
that is in this one community is 16 mles away.

Seniors, for the nost part, once they get
really to be seniors up a little bit higher, nost of

themdon't drive, and it is difficult for themto deal

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

247

with that kind of a problem

Now, nove on to -- by the way, ny director,
Loi s Carson, says that our position is exactly the sanme
as the one that I'll present to you fromthe Cal - Neva
Association, was the association of all conmunity
action agencies in California and Nevada.

The Cal -- the Cal-Neva Association thanks
the Departnent, as again, | said we all do. The
coommend the Treasury Departnent for bringing the
banking -- the unbanked into the system and they
recogni ze that nost often, the sanme group -- the |ow
income, the elderly are the ones that we're dealing
with.

Wth over 20 years of experience working
with agencies serving |low incone, elderly and other
unbanked popul ations, Cal-Neva has serious concerns
al so about the inplenentation.

They will go on to say that Cal-Neva is an
associ ation of 58 community action agencies, which is
what |'ve already told you

The ar eas of concern -- they're
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particularly concerned about senior population and
ot her low incone Federal benefit recipients, who wll
be adversely affected by EFT unless the follow ng four
areas are adequately addressed.

The four areas are: consumer protections,
access to Treasury, establish EFT account, waivers and
t he educati onal canpai gn.

First on consuner protections, all persons
required to use EFT to access their benefits both
voluntarily opened accounts and the default Treasury
accounts nust be protected from unreasonabl e fees, and
from banks contracting with non-bank entities such as
cash checking -- <check cashing -- they have it
backwards -- to provide users access to their funds.

It is inportant to renenber that the
voluntary accounts are often voluntary in nanme only.
We -- we nust acknow edge that many recipients open
t hese accounts only because they felt they were forced
to in order to receive their benefits.

The proposed rules, despite Congress

intent fail to i npose even m ni num consuner protections
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on accounts voluntarily opened because of the EFT
requi renent.

Al'l accounts, voluntary and Treasury opened
as a result of EFT nust provide limts on nonthly
account fees, provide access to cash w thdrawal s.

Now, again, | have to tell you that at this
point -- it has been a long day -- at this point many
of these things have been covered, and perhaps
adequately, but being at the lower -- the back end of
the agenda, | think that they at |east need to be
reiterated upon.

The next thing is they need to prohibit
fees on point of sale transactions involved in a
pur chase, sales transaction fees will burden not only
the anmount or the account wuser, but harm snall
busi nesses that will |ose sales if the custoner --
custoner nust pay an additional dollar to two dollars
to use their noney to nmake these purchases.

Must provide access to infornmation about
account bal ances and fees. ATMs -- that it's really

hard to use ATMs w thout acquiring quite a bit of
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addi tional cost.

Provide checking account and savings
options, as well as unlimted deposits. These options
are consistent with Treasury's goal of bringing the
unbanked into the banking system

Provide that the debit credit issue to
users of the account established by Treasury carry the
name of the financial institution and sane appearance
as the card used by other bank custoners.

California is experinmenting, or |ooking at
experinmenting now wi th some cards for AFDC peopl e that
woul d not be the sane thing as using stanps and that
sort of thing.

They're trying to get a card that would
|l ook just |ike everybody else's to elimnate the
enbarrassnent .

Provi de the sanme protections as avail abl e
to other account hol ders. Provide up front, easily
under st andabl e i nformati on and fees, and other account
terns.

The second point is to access to Treasury
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established EFT account. The Federal benefit
recipients will already -- with already established
account s, and who wsh to continue banking

el ectronically, should have access to the Treasury
established EFT account, if it provide better access
and | ower fees.

| don't think anyone has covered that point
of this at this tine. Because the |limted banking
options and low incone in small rural communities,
Treasury cannot assune that these previously opened
accounts were selected in a conpetitive banking
mar ket pl ace.

Al so, bank nergers and sal es can change the
original banking relationship and result in increased
fees and restrictions.

There are instances that | am personally
awar e of where banks have through their little charges
each nonth, w ped out bank accounts conpletely --
peopl e who have not nuch in those accounts.

So that is -- that is a concern there

Those -- those charges are -- are there. Access to
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Treasury EFT account nust be -- nust al so be avail able
to those Federal recipients using nonbank entities to
provi de their funds.

To do so -- to do otherwise is to get
Treasury's endorsenent for these entities to prey upon
vul nerabl e custoners.

Next issue is waivers. Cal - Neva agrees
wth self certification for waivers. The category of
wai vers, however, nust be expanded.

Wi vers nust be expanded to include nental
disability, which has been covered, and adequate
literacy skills and |lack of English fluency.

In Riverside County, this is -- thisis a
fact. In R verside County on the -- the WC program
wonen, infants and children program 22 percent of the
| adi es who are on that programare -- are not even high
school graduates -- are at a very low level as far as
l[iteracy i s concerned.

W have -- we have nunerous literacy
prograns that we have instituted. And so this -- this

applies equally to ny county as well as up north.
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Waivers -- many devel opnental ly disabl ed
people or individuals stand to lose both their
financial and personal independence, if the waiver
cat egory IS not expended to include nental
di sabilities.

According to the | ocal service provider for
t he devel opnentally disabled, only a snall percentage
of their clients have representative payees.

A significant nunber of the devel opnental |y
di sabled can independently man -- only a snal
percentage can -- can nmanage their own affairs.

Sonmeone asked a question earlier about what
people are doing now who are having this -- this
difficulty, and the answer is, they're not doing well
at all.

Sonme are what HUD has identified as -- as
honel ess people who just sort of wander in and out.
They are in a place to live for a couple of days a
month. And the rest of the nonth, they're out in the
streets.

So the answer is, they're really not doing
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well at all. That's another problem however. This
woul d just sinply exacerbate the -- the situation.

Not only wll a hard fought battle for
i ndependence be | ost, but t hose -- t hese
devel opnental ly disabled individuals wll also be

vul nerabl e to unscrupul ous representative payees.

It just nmakes themnore vul nerable at -- at
that |evel

On the education canpaign, the education
canmpaign should be stopped until details of the

Treasury established account are known, and until
wai ver categories are expanded.

The education canpaign nust go beyond
extolling the benefits of electronic fund transfer to
provi ding informati on on account options, how to sel ect
options, and consumer rights.

And | do not believe that, as far as the
educational programis concerned, | do not believe that
you should overlook the community action agencies,
because we do a great -- great deal now on consuner

educati on.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

255

And that's throughout the state. And |
t hank you for the opportunity to address you.

MS. LANE: Thank you very nuch for your
testimony, M. Doyle. M. De Roy.

MS. DE ROY: Good afternoon. M nane is
Tessa Carnmen De Roy, and | work with a community
organi zation cal |l ed Sage.

Sage currently serves as the convener of
communities for accountable reinvestnment, which is a
coalition that's been a grass roots constituency on
banki ng i ssues in Los Angeles for the |ast 10 years.

|'"m here today to talk about the equity
i ssues that raise questions and concerns about not only
EFT, but all electronic distribution of Governnent
benefits.

And I'mgoing to take a sonmewhat different
tact. |'"'m basically going to tell you a story of
what's happened | ocally.

To start with, it's inportant to understand
that the existing access to banks and electronic

infrastructure in Los Angeles is unevenly distributed.
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For exanple, in the 60 square mle area
that makes up South Central Los Angeles, there are 133
check cashing outlets, and approximately 10 bank
br anches.

And si x or seven of those bank branches are
| ocated in the few remaining business hubs, so the
distribution is extrenely uneven.

It's critical that the inplenentation of
this new policy correct, rather than reenforce and
exacerbate the historical inequities that have created
this situation.

El ectronic banking is only useful if one
has access to electronic infrastructure. And,
unfortunately, banks are not the only | arge busi nesses
that have left the community.

If you drive around the neighborhood,
you'll notice that there are very few supernmarkets,
|arge retailers or drug stores, venues that nmany banks
are beginning to partner with in order to access the
comunity.

And since the standard services that one
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expects just aren't present, they are -- the standard
services are -- just aren't present because people --
there's a systematic disinvestnent from these
comuni ties.

So let ne start off by telling you about
what el ectronic transfer benefits | ooks |like fromthe
street |evel.

Wiile California does not yet have an
official electronic benefits transfer program LA
County did begin to distribute benefits electronically
for AFDC, TANIF and GR in June of this year.

For years and years postal workers have
been mugged while delivering benefit checks, and so
| ast year, after their union took this concern on as a
health and safety issue, the County decided that it
woul d be safer to distribute check -- cash benefit
checks el ectronically.

Since check ~cashers were the only
busi nesses in | ow income comunities that could afford
to develop the infrastructure -- the electronic

infrastructure necessary to receive these benefits
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under the new system the County contracted wth these
outlets to serve as distribution centers.

Oiginally, there were 44 sites where
recipients could pick up their checks. [It's 44 sites
in a 600 square mle area, okay, for 350,000
recipients, slightly different than many of the other
communities that we're dealing with, |I'm sure.

As additional outlets were contracted to
serve as distribution centers, the original 44 check
cashers saw their market shares cut in upon, and their
profits fading away, they tried to sue the County and
| ost.

In order to avoid overcrowding at these
sites, at the 44 original sites, and this continues,
and to accommodate the distribution preferences of
Well's Fargo Bank, who issued the checks, the County
began to stagger the distribution of benefits over a 10
day peri od.

It probably didn't hurt that the County was
also making a float on the $170 million over that 10

days, or a portion of it every day.
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Suddenly peopl e who usually received their
benefits on the 1st of the nonth were no | onger able to
access them until perhaps the 5th, the 7th, or the
10th, and unfortunately, many | andl ords were unwilling
or unable to wait several extra days, and nmany
reci pients found thensel ves facing three day noti ces,
evictions, or at best, perpetual |ate fees.

The new system al so nade it expensive and
dangerous to get a benefit check. The people who had
been robbing the mail carriers got wise to the system
pretty quickly, and they -- there have been severa
muggi ngs directly outside of the check cashers on
benefit distribution days.

The expenses created by the distribution
systemranged fromthe costs of travelling to and from
the distribution center itself to the charges incurred
to cash the benefit check on site.

Under the Los Angeles system no direct
deposit option was offered. So recipients have been
forced to use the check cashers whether or not they're

banked.
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Nonet hel ess, 20, 000 reci pi ents nonthly have

made their way to -- to the issuing bank, Wlls Fargo,
in order to avoid the fees of these -- of the check
cashers.

There, they're greeted with a flyer
directing themeither to an arnored car in the parking
| ot, which serves as a teller for people on public
assi stance, or to another check cashing outlet that
Wl |ls Fargo has contracted wth to handl e the recipient
traffic and their branches.

Wl | s Fargo now subcontracts with the check
casher where benefit checks can be cashed free of
char ge.

It's clear that the check cashers have nade
t hensel ves a one stop center for many of the services
that are no | onger available in poor communities.

Several serve, as we heard earlier, as
utility paynent centers. Mny now offer to pay -- pay
day advances which anobunt to $200 |oans offered at
usurious interest rates.

However, while these businesses reap
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enornous profits in comunities where banks say, "No

profit can be nade," they do not offer a safe place for
peopl e to save their noney, earn interest, or devel op
a credit history.

And while the $200 pay day | oans are credit
of a sort, they're not enough noney to start a business
or buy a hone, or even a conputer for that matter.

And the rates are conparable to those
avail able through a loan shark. |It's clear that the
banks do not intend to build free standi ng branches, or
reopen branches in these comunities, and that at best,
nost are focused at this noment -- nonent in tine on
devel oping partnerships with the markets or |arge
retailers, like the recent partnership between Wlls
Fargo and St arbucks.

But there are very few markets or retailers
with significant presence in poor conmunities, and
certainly no Starbucks in South Central or Pocoi ma

It's unfortunate that Linda Burton, who was

supposed to be on this panel could not be here today.

She broke her foot |ast night.
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Linda is, herself, a benefit recipient, and
basically lead the -- the charge to organize and
educate and fight to nmake the system in Los Angeles
work for people, and we just recently won a direct
deposit option for people receiving AFDC in Los Angel es
County that will allow people to nmake use of | ow and no
fee checking accounts.

As we heard earlier, there are several
lifeline accounts that have a small fee, but if you
direct deposit you check, the fee gets waived.

W are still hard pressed, however, to
figure out where people will access branch services in
t hese comuniti es.

So the challenge facing all of us is how we
can nmake sure that EFT and all el ectronic banking can
be as accessible and affordable for people in poor
communities as it is for people affluent areas.

| f check cashers are the infrastructure
that these prograns will depend upon, then we need to
t hi nk about regulating that industry.

If we're serious about making mainstream
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banki ng services attractive to recipients, and getting
| arge nunbers of people banked, then we have to nake
sure that the bank services are available wthin a
reasonabl e di stance of where people live, and at a
reasonabl e cost.

Bot h Sage and CAR, the two organi zations
that | represent, would be happy to participate in a
pilot programto hel p determ ne what woul d be needed to
make EFT convenient and safe, and affordable to
residents in | owincone nei ghborhoods, and to avoid the
ki nds of problens that |'ve just described from our
recent experiences with electronic transfers here in
Los Angel es.

e have a | ot of i nf or mati onal
rel ationships that could help junp start a programlike
that quickly, and |I would encourage you to consider
that option before inplenenting a programthat wll not
meet conmunity needs.

| would al so encourage you to | ook at the
testinmony -- the witten testinony that was submtted

on behal f of Ms. Burton.
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It -- she was, herself, a teller and went
t hrough several nergers and closures in South Central,
and has watched all the bank branches close and nove
away .

So she has a very interesting and extrenely
i nfornmed perspective on what it nmeans to be a recipient
who used to be a bank teller, and to be told that
you're not allowed to have a bank account in Los
Angel es under the County system

But | think it would also provide sone
insights around how this system mght represent
barriers in comunities where there's just no
infrastructure.

Thank you.

M5. LANE: Thank you. Ms. Whitehead?

MS. VH TEHEAD:. Hel | o. s it on? Ckay.
Good afternoon. I"'m Selwn Witehead. l'"'m the
President and the Executive Director of the Economc
Enmpower nent Foundat i on.

| wanted to take this opportunity to thank

the Departnment of the Treasury for holding this
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inportant forumin California.

The Econom ¢ Enpower nent Foundation is an
i ndependent, California based, urban center, applied
econom cs research, comunity econom c enpowernent
education and consuner information, comunications, as
wel | as wonen, consuner or color, urban residents and
smal | busi nesses advocacy organi zati on.

To its fact, an ethics based research,
education, information, comrunications and advocacy
pr ogr am

EEF contributes to the economc stability
and revitalization of California Uban centers to the
benefit of those who live and work there, and our
soci ety as a whol e.

EEF's primary objective is to make sure
that California urban center residents and snall
busi nesses have the same or simlar access to the
financial resources they require for their economc
survival as their suburban and rural neighbors.

Founded on Decenber 30, 1991, EEF is a non

parti san public benefit corporation exenpt fromtaxes.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

266

EEF believes that the goals of social justice and
econom c strength can only be achieved in a society
that fully integrates people of color, wonen and urban
residents into its market systens.

EEF strives to reformthe various segnents
of the financial services industry, including banks,
i nsurance conpani es and capital formatters.

To becone nore human, yet businesslike in
their relationships and dealings with people of color,
wonen and urban residents, EEF nonitors the activities
of regulators and oversight legislators of the
financial services industry, and on nore than one
occasion intervenes to legally conpel those regul ators
and legislature to discharge their sworn duty to
protect the public with the highest degree of ethics
and fairness.

This is a continuation of a project that
|'d been working on for the last five years. 1In fact,
|'m rather tired, because |'ve spent nost of the
weekend up in Seattle.

| also represent California insurance
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consuners before the National Association of |nsurance
Comm ssi oners.

They, like you all, are using, or shall
say, potentially msusing -- or shall | be nore polite
and say, being rather arrogant with the use of
t echnol ogy.

And it tends to create what | call, or what
others have called the Tiffany Wal mart access approach
to urban residents -- or maybe | should rephrase it,
Tiffany Walmart $1.99 store kind of approach, where,
you know at the one end, those who are very affluent
get Tiffany kind of services, mddle income consuners,
get Walmart, and it appears now that we're going to
have this $1.99 kind of store you probably don't have
in your communities, but out at the east mall, it's a
pl ace where you supposedly could get anything for no
nore than $1.99.

And it's quite unusual | ooking nmerchandi se.
Li ke many advocates across the country, | have nmjor
concerns at the inplenentation of Electronic Funds

Transfer 99 wll negatively inpact low to noderate
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i nconme Governnent benefit recipients.

However, due to tine constraints, | wll
focus ny coments today on the potential negative
inpact EFT 99 wll have on our small business
comunity.

As it is the one area the proposed rule
does not address, well 1'Il correct that it does say
that you all don't think it's that big of a deal,
because you have two categories of waivers that | don't
t hi nk addresses either one of the needs.

Wiile there are nunerous public policy
reasons to shift to electronic benefits transfers, |ike
nost policy actions, there my be unintended
consequences.

My concern is that many small businesses
will be at a negative, conpetitive disadvantage for two
reasons if no econom c and techni cal assistance is nade
avail abl e to them

1) Electronic benefits transfer will | ower
the cost of operations for |arge businesses to capture

their custoners.
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2) Their custonmers will mgrate to those
busi nesses that offer a full array of electronic
servi ces.

Thus the financial viability of our small
busi ness nmerchants, which is crucial to the economc
stability of ny comunity, Qakland, California, and |I'm
sure Los Angeles, and |I'm sure other urban centers
across the country will be underm ned.

Like the switch to electronic banking,
generally the use of Electronic Funds Transfer for
Government benefits wll require --

M5. LANE: Excuse ne, Ms. Wi tehead.

MS. VWH TEHEAD: Oh.

M5. LANE: The tape change.

MS. VWH TEHEAD: Ckay.

(Whereupon, at 3:10 p.m, a brief recess
was taken.)

M5. LANE: Ckay.

M5. WH TEHEAD: As | was saying, |ike the
switch to electronic banking, generally the use of

El ectroni ¢ Funds Transfer for Governnment benefits will
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require consuners to be famliar wth electronic
commer ce t echnol ogi es.

And W Il require nmerchants to have point of
sales electronic transaction capabilities. The latter
requirenment will be particularly inportant for small
nei ghbor hood nerchants, many of whom currently cash
benefits checks for the -- | have unbanked, but | |ike
that cash consuner -- | like that -- that term better
-- neighborhood residents for free wth a purchase of
sone | evel of goods or services.

And who stand to | ose an i nportant customner
base if they cannot continue to provide goods and
services to these custonmers in a cash free environnent.

Again, for this popul ation of residents and
mer chants, there is an urgent need for access to | ow
cost bank accounts, or no cost bank accounts,
el ectronic banking facilities in the communities in
whi ch they |eave, and sufficient electronic point of
sal es transaction and banking and commerce equi pnent
for both consumers and nerchants.

The Federal Governnment and the banking
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comunities are high on Electronic Funds Transfers
because there are enornous savings that wll have
experiences resulting of inplenentation.

According to you all, Electronic Funds
Transfer will save the Federal Covernnent as nuch as $1
mllion a year in processing costs al one.

And thank you, M. Staples, for indicating
that you're actually going to be saving ne this noney,
because since it's nmy noney that makes ne feel even
nore confident in telling you what to do with ny noney.

And banks wi |l save many tinmes that anount
by closing down bank branches and noving their
custoners to electronic forns of banking.

And don't think that this isn't being
perceived as a -- a red flag, an opening of a w ndow of
opportunity that you mght not have intended to be so.

To put it bluntly, ny concern is how the
public is going to share in this financial w ndfall
How do we nmake sure that Governnment and industry
provi de recipients and small business distributors of

el ectronic paynments a share of the enornous cost
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savings that we, you, us -- all of us are going to see
as aresult of electronic benefits in 1999.

Qur proposal . In order to address this
urgent issue, |'m asking you all to work in concert
wi th local, know edgeabl e cormunity based organi zati ons
and local governnments to have mgjor banks and
your sel ves underwite el ectronic banking and commerce
pilot projects in ny hone city of Gakland and across
the country including Los Angeles, which offer
el ectronic commerce outreach, education, and the
hardware and software to be wused by individual
consuners and smal |l busi ness nerchants.

That you have a better understandi ng of ny
position, |'ve provided a copy of our concept paper
entitled, "San Antoni o Econom c Community Project -- A
Concept Paper."”

Thi s paper was devel oped under the auspices
of the Gty Council of the Gty of Gakland as a result
of Bank of America's decision to close its branches at
East 18th Street in Gakl and.

We had hoped Bank of Anmerica, as the
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| argest bank in the west with some $257.5 billion in
assets woul d show sone | eadership by undertaking this
citywide pilot to help our communities transition to
el ectroni c comer ce.

| offer it today as a kind of project that
the Treasury should be willing to help underwite with
a small portion of our cost savings.

The essence of the pilot programcalls for
the major financial beneficiaries of Electronic Funds
Transfer 99, the banks and us through you to provide to
the parties who nust bear the burden of the transition
to El ectronic Funds Transfer, the cash consuner portion
of our population, along with the small business
mer chants who currently provide the goods and services
with the neans to devel op, achi eve and nmai ntain access
to the state of art electronic banking and el ectronic
commer ce service delivery systens needed to repl ace the
brick and nortar face to face, cash based access sone
of us have had and grown accustoned to, that all of us
shoul d have had.

To inplenent the pilot wll require that
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t he banks and the Treasury, us, be responsible for
suppl ying sone nunber of point of sales termnals,
personal conputers and software, as well as on-site
techni cal assistance and training to a selection of
comunity based, economcally disadvantaged snal
busi nesses.

To be effective, the pilot nust be
i nclusive of the entire community. As such, we would
al so need the banks and us to supply sone nunber of
personal conmputers and software to a selection of
communi ty based non-profit services organi zations.

These entities wll use the conputers to
assist the electronic commerce education and training
of the comunity.

Exanples of appropriate organizations
i ncl ude school districts, libraries, churches, senior
citizen centers, community centers, and ot her
strategically |located non-profits that are willing and
able to offer education support.

In conclusion, | wuld offer that the

grom h of the el ectronic banking, electronic commerce,
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el ectronic benefit transfer, the use of credit reports
to decide who gets insurance and who doesn't, the use
of internet to sell all kinds of products including
I nsur ance.

We nust do all that we can to assure that
t he expansi on of the el ectroni c highway does not bypass
our nost vulnerable communities and vulnerable
busi nesses.

Sufficient electronic on ranps nust be
constructed. As a tax payer, I'mwlling to pay part
of the freight.

| hope you woul d agree, and | trust you can
see the need and the nerit of this proposal.

Thank you, very nuch.

M5. LANE: Thank you, M. Wi tehead. M.
Bot el ho?

11

MS. BOTELHO.  Good afternoon. M nane is
Const ance Botel ho, and |'mthe Program Associate with
the California Reinvestnent Conmttee, or CRC

Thank you, very nuch for the opportunity to
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present the views of CRC s nenbers on the Treasury's
proposal rule to inplenent EFT 99.

As Al an Fisher from CRC nentioned before,
CRC is a statew de nenbership organization of 180
menbers.

We use the Community Reinvestnent Act to
advocate for increased access to credit and financial
services for |ow incone people, and people of color.

W are particularly concerned with the
i npact that EFT 99 on Federal paynent recipients who do
not have bank accounts.

Treasury's own study reveal s that nore than
50 percent of these people object to |egislation that
woul d require direct deposit.

As CRC's mssion is to increase access to
financial institutions, we agree with Treasury that EFT
99 presents the unique opportunity to bring Federa
paynment recipients wthout bank accounts into the
financi al mainstream

However, in order to acconplish this

wi t hout inposing any undue financial burden on these
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recipients, Treasury nmust nodify its proposed rule.
Ckay, | will comment on four topics, sone
of which have -- all of which at this point actually
have been touched upon.
Hopefully | have some new things to say
about them and | want to reiterate what's been
menti oned al r eady.

Nunmber one, the waiver provisions nust be

br oadened.

Nunmber two, Treasury's public education
canmpaign mnust inform recipients of all of their
opti ons.

There must be a guarantee that protections
agai nst attachnent and set off which exist in current
law wi || apply to funds electronically transferred into
ETA accounts, or other accounts.

And lastly, that the blanket waiver
provi sion that was nentioned earlier found at the end
of the proposed regulations, which authorize the
Secretary to waive any provision of the rule nust be

changed.
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First on the waivers. W are pleased with
Treasury's proposal to allowrecipients to self certify
their eligibility for these waivers.

However, the waiver provisions nmust be
broadened to allow waivers for hardships posed by
mental disabilities, a lack of literacy, or |anguage
barriers.

The financial hardship waiver should be
avai lable to recipients regardl ess of whether or not
t hey have a bank account.

This is especially critical for all those
reci pients who open voluntary accounts sinply in order
to conply with the newlawonly to learn that after a
few nonths they can't afford the account that they've
opened.

The proposed rule inplies that recipients
wi Il have only one opportunity to waive out of EFT.
Reci pients nust be able to get waivers at any point.

Because there are any nunber of reasons why
recipients who are able to participate in EFT now may

not be able to in the future, a one tinme only policy is
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not rational.

For instance, the consolidation of the
banking industry is leaving many comunities,
particularly | ow and noderate i nconme communities, which
-- sone of which you heard about today, w thout retail
br anches.

If a recipient establishes an account at a
| ocal branch, which |later closes | eaving themno access
point by which to access their account in their
nei ghbor hood, then this person should have the ability
to then waive out of EFT due to a geographic barrier.

There are obviously ot her exanples as well
of physical disabilities that woul d happen over tine,
and also the financial hardship waiver which I
menti oned earlier.

Additionally, all the EFT wai ver categories
shoul d be available to all Federal paynent recipients
regardl ess of when they began receiving their paynents.

Lastly, the usefulness of the waivers is
only as good as the Treasury's ability to publicize

their availability.
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Peopl e nust know that there are waivers,
and that they can self certify their own eligibility.
This nmeans the information on the waivers, which
Treasury distributes nmust be easy to read, available in
several |anguages, and sent along with a first official
noti ce about the proposed program

Ckay. Nunber two, regarding the public
educati on canpai gn. W understand the Treasury
Department will launch a public education canpaign to
informrecipients of EFT 99, and to encourage themto
receive their benefits electronically.

It is critical that this canpaign inforns
people of all their options. In addition to the
availability of waivers, recipients need to know about
the Treasury's proposed electronic transfer account,
and the tenporary waiver that they will receive if they
don't have a bank account until the electronic transfer
account becones avail abl e.

Reci pients that are persuaded to open
accounts before the ETA is avail able could easily fal

prey to the abuse of practices of check cashers which
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we' ve heard a | ot about today, or open bank accounts
that are too costly.

As Treasury's no doubt aware, after the
hearings, | know in Baltinore it came to Treasury's
attention that check cashers had begun advertising the
di sconti nuance of SSI checks and social security checks
slated for 1999.

Clearly there's a real and present danger
that recipients who depend on their Federal checks for
their survival wll be lured in by these false
advertisements to insure that they keep receiving
payment s.

One of the problens which has al ready been
touched on earlier by Alan and by others is that check
cashers cash -- charge, I'"'msorry, exorbitant fees for
their services.

The ot her problemw th the establishnment of
vol untary accounts -- with one of these check cashers
is that according to the proposed rule, once the
account is set up, recipients are no longer eligible

for an electronic transfer account or financial -- or
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for a financial hardship waiver.

G ven that Treasury has held two conmunity
outreach initiative neetings on EFT 99, it's clear that
Treasury understand that consuner and comrunity groups
are in many ways best equi pped to have a face to face,
hands on contact wth the recipients, which is

essential for the success of the program

To acconplish Treasury -- to acconplish
Treasury's education and outreach goals, | would like
to personally -- | say personally suggest that the

Federal CGovernnent annually grant $20 mllion of its
estimated $100 million in annual savings fromthe ETF
-- EFT program to community and consuner non-profit
organi zations to help Treasury spread the word about
the EFT 99 program

This financial support woul d be given on an
annual basis to these non-profits during the start up
years of the program

Additionally, we believe that the Federa
Governnent has a responsibility to fill the gap that

Wil | exi st in basic banking instruction, ATM
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denonstrations and the |ike.

For those unbanked recipients who either
open voluntary accounts, or who have electronic
transfer accounts, these educations workshops and
denonstrations could be conducted by financial
institutions and community organi zations, and then be
subsi di zed by the Federal CGovernnent during the first
few years of the program

Qoviously the information on the EFT 99
must be clear, easy to understand and available in
several appropriate |anguages, which | know has been
t ouched upon throughout the course of today's hearing.

Thirdly, the protections from attachnent
and set off which were al so addressed earlier. Despite
the clear protections in Federal |aw agai nst attachnent
and garnishnent of social security, supplenental
security inconme and VA benefits, nunerous consuners do
not use bank accounts because they're afraid their
l[imted funds will be attached or taken by judgnent
creditors.

Treasury's proposed regulations do not
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adequately address this issue. | understand that one
of Treasury's goals is to denonstrate the benefits of
electronic transfer, or direct deposit to those
reci pients who al ready have bank accounts, yet choose
to continue receiving paper checks.

Letting recipients know that their Federal
paynments are protected, even if they're electronically
deposited will help Treasury acconplish its goals,
while at the sane tinme reassuring the recipients that
their noney will be safe fromjudgnent creditors.

Treasury's regulations should flatly
prohibit the attachnment or garni shment of any funds in
an account into which the covered Federal benefits have
been deposited.

Lastly, on the proposed Section 208. 10, we
believe that this Section 208.10 nust be nodified.
Wthout offering any explanation as to the need for, or
intent of this provision, Treasury sinply proposes
adding a regul ation that woul d enable the Secretary to
wai ve any provision of these rules whenever the

Secretary deens it necessary or appropriate, wthout
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having to go through a formal rule making process or
apparently any other formal review process.

This sounds |like a loop hole. Thi s
provision would give the Secretary the power to
w t hdraw any of the of the protections granted by the
rule at his or her discretion.

If this provision is intended to give the
Secretary the right to change provisions of the rule,
only in the face of some unexpected failure in the
system which requires imediate attention, then the
rule nust clearly state this.

Further clarification of this Section is
required to close this loop hole and limt the
Secretary's ability to change the rule as he or she
sees fit.

In closing, CRC does see the potential
benefits of EFT 99, yet the proposed rule does need to
adequately -- nore adequately address the concerns that
| and ot hers have brought up today, and also at the
publ i c heari ngs.

W hope that Treasury wll nodify its
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proposed rule by incorporating these -- these
recommendat i ons, and thank you again for the
opportunity to share the views of CRC s nenbers.

M5. LANE: Thank you. Questions fromthe
Panel ?

MR. STAPLES: Yes. Ms. Botel ho, on the
attachnents issue again, let nme ask ny question. Wuld
you recommend restricting funds going into the ETA
account to the protected funds?

M5. BOTELHO | know this cane up the | ast
time, and | actually wasn't in the room when the
question came up, but | -- | do feel that the way that
| have worded it, and the way that | was thinking about
it, and I'm not sure how this would -- maybe the
| awyers could respond to this, is that if the -- the --
if the accounts that the funds are in, all the funds in
t hat account woul d be protected.

| do believe that there's a trade off there
bet ween having the ability to deposit funds from say,
your famly, or fromother sources into those accounts,

| think that should be an option for people.
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MR STAPLES: You woul d want to all ow ot her

M5. BOTELHO  Yeah.

MR STAPLES: -- deposits into the account?

M5. BOTELHO  Uh, huh.

MR STAPLES: Ckay.

M5. LANEE M ss Witehead, in readi ng your
proposal, it looked like it was a pilot of what m ght

eventual | y be an ETA account, and sone ot her features,
al so, training and -- a training center, do you -- ny
question is, do you have any sense of how nuch your
pil ot would cost?

M5. WH TEHEAD:. The detail ed proposal, that
was for a specific instance, what | had what |I'm
envisioning nowis to select the small nom and pop kind
of merchant in Qakland, and not only provide themwth
an upgrade of the termnal that | understand that the
Departnent of Agriculture's going to provide, but one
that would allow them to use a wde array of
transaction type cards, American Express, ATMs or

what ever.
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And | understand that that's an additi onal
several hundred dollars, so |I'masking for that anount
of noney to be wai ved.

I n addition, these nerchants, since we have
the opportunity to capture them | would |like them al so
to have a -- a lap top conputer and sel ected software.

They -- they can handl e their own tel ephone
access, because they -- they are in business, but our
-- when our economst did a -- a proforma, we were
| ooking at $2,500 to $3,500 worth of equipnent,
i ncludi ng the upgrade of the point of sale termnal.

And the training mght be sonething that a
-- a group could handle with a staff of -- of four or
five people going on a rotating basis, maybe initially
weak -- you do have to go to the nerchant's shop

This is not sonmething that the nerchants
can shut down his business and go to a training center.
You woul d have to go to his or her shop and probably
sit with the nerchant maybe two hours initially, and
then trailing off as they becane nore confortable.

But the idea woul d have -- woul d be to have
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them do their banking on line with -- with the bank.
And the idea would be to instill in that merchant who
already has a spirit that the community wants to
foster, that is not be an enpl oyee -- be an enpl oyee,
be an enpl oyer, and that person could then help spread
the -- evangelize, as it were, electronic comerce
t hroughout his or her community.

And so we think it's a worthwhile
i nvest nment .

M5. LANE: Thank you.

MR HAMVOND: If | could follow up just a
little bit, Ms. De Roy. You nentioned the penetration
of check cashing outlets in South Central LA and
conpared with retail branch outlets.

| was wondering if you had any information
avai |l able on ATM penetration in that sane area, and in
addi tion, whether point of sale at -- at nerchants,
realizing that, for exanple the | arge supernmarkets may
not be there, whether there's any point of sale
penetration as well?

M5. DE ROY: | don't have specific nunbers
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with me on ATMs. | can certainly make that avail abl e
to you.

It's not a whole |ot higher. The, | nean
the infrastructure is so decimated at this point, that
there's very few places to put ATMs.

There's very few places to put point of
sal e, because the retailers that are -- that remain in
t he nei ghborhood are nom and pop establishnents by and
| arge, and don't have the -- the capital to make those
I nprovenents.

MR. HAMVOND: Thank you.

M5. LANE: O her questions? M. Staples.

MR. STAPLES: |'mjust going to thank Ms.
Wi tehead for getting us her paper in advance. | was
able to use it in ny preparation.

M5. LANE: Ckay, thanks to this Panel.
have a coupl e of announcenents. If you wouldn't m nd
just waiting a mnute, because we had on our agenda a
fifth panel.

As it turns out, two of the people on that

panel had been noved to earlier panels, and the
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remai ni ng panelists are going to submt their testinony
in witing.

So we won't be having a fifth panel. So in
conclusion, | wuld like to thank everyone who's
testified today.

Thank the people who stayed with us all
day. We've appreciated the -- the comments and the
i deas you' ve given us.

l'd like to remind everyone that witten
comments are due by Decenber 16th, which is next week,
and point out that we will have the transcript of this
Hearing on our web site in about two weeks.

And 1'd like to ask if people don't have
access to the internet, and would |i ke a paper copy, if
you' d |l et sonmeone from Treasury know today, we'll make
sure we -- we'll nake that available to you as soon as
the transcript's avail abl e.

So thank you, very nuch.

(Whereupon, at 3:30 p.m, the above-

entitled matter concl uded.)
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